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Introduction

This publication is designed to help those in
charge of the property (estate) of an individual
who has died. It shows them how to complete
and file federal income tax returns, and points
out their responsibility to pay any taxes due.



A comprehensive example, using tax
forms, is included near the end of this publica-
tion. Also included at the end of this publication
are:

1) A checklist of the forms you may need
and their due dates, and

2) A worksheet to reconcile income reported
in the decedent’s name on information
Forms W-2, 1099—INT, 1099-DIV, etc.
The worksheet will help you correctly de-
termine the income to report on the dece-
dent’s final return and on the returns for
either the estate or a beneficiary.

Useful Items
You may want to see:

Publication
0 448 Federal Estate and Gift Taxes

Form (and Instructions)
0 1040 U.S. Individual Income Tax
Return

0 1041 U.S.Income Tax Return for
Estates and Trusts

0 706 United States Estate (and
Generation-Skipping Transfer) Tax
Return

Ordering publications and forms. To order
free publications and forms, call our toll-free
telephone number 1-800-TAX-FORM (1-
800-829-3676). You can also write to the IRS
Forms Distribution Center nearest you. Check
your income tax package for the address.

Telephone help for hearing impaired per-
sons. If you have access to TDD equipment,
you can call 1-800—-829-4059 with your tax
questions or to order forms and publications.
See your tax package for the hours of
operation.

Personal
Representatives

A personal representative of an estate is an
executor, administrator, or anyone who is in
charge of the decedent’s property. Generally,
an executor (or executrix) is named in a dece-
dent’s will to administer the estate and dis-
tribute properties as the decedent has di-
rected. An administrator (or administratrix) is
usually appointed by the court if no will exists,
if no executor was named in the will, or if the
named executor cannot or will not serve.

In general, an executor and an administra-
tor perform the same duties and have the
same responsibilities.

For estate tax purposes, if there is no exec-
utor or administrator appointed, qualified, and
acting within the United States, the term “ex-
ecutor” includes anyone in actual or construc-
tive possession of any property of the dece-
dent. It includes, among others, the
decedent’s agents and representatives; safe-

Page 2

deposit companies, warehouse companies,
and other custodians of property in this coun-
try; brokers holding securities of the decedent
as collateral; and the debtors of the decedent
who are in this country.

Because a personal representative for a
decedent’s estate can be an executor, admin-
istrator, or anyone in charge of the decedent’s
property, the term “personal representative”
will be used throughout this publication.

Duties

The primary duties of a personal representa-
tive are to collect all the decedent’s assets,
pay the creditors, and distribute the remaining
assets to the heirs or other beneficiaries.

The personal representative also must:

1) File any income tax return and the estate
tax return when due, and

2) Pay the tax determined up to the date of
discharge from duties.

Other duties of the personal representative in
federal tax matters are discussed in other sec-
tions of this publication. If any beneficiary is a
nonresident alien, get Publication 515, With-
holding of Tax on Nonresident Aliens and For-
eign Corporations, for information on the per-
sonal representative’s duties as a withholding
agent.

Penalty. There is a penalty for failure to file
a tax return when due unless the failure is due
to reasonable cause. Relying on an agent (at-
torney, accountant, etc.) is not reasonable
cause for late filing. It is the personal repre-
sentative’s duty to file the returns for the dece-
dent and the estate when due.

Identification number. The first action you
should take if you are the personal representa-
tive for the decedent is to apply for an em-
ployer identification number for the estate.
You should apply for this number as soon as
possible because you need to enter it on re-
turns, statements, and other documents that
you file concerning the estate. You must also
give the number to payers of interest and divi-
dends and other payers who must file a return
concerning the estate. See Interest and Divi-
dend Income (Forms 1099), later. You must
apply for the number on Form SS—4, Applica-
tion for Employer Identification Number, avail-
able from IRS and Social Security Administra-
tion offices.

Penalty. If you do not include the em-
ployer identification number on any return,
statement, or other document (other than an
information return or payee statement), you
are liable for a penalty of $50 for each failure,
unless you can show reasonable cause. If you
do not give the employer identification number
to another person, or if you do not include the
taxpayer identification number of another per-
son on a return, statement, or other document
(other than an information return or payee
statement), the penalty is $50 for each failure.

Notice of fiduciary relationship. The term
“fiduciary” means any person acting for an-
other person. It applies to persons who have

positions of trust on behalf of others. A per-
sonal representative for a decedent’s estate is
afiduciary.

If you are appointed to act in any fiduciary
capacity for another, you must file a written no-
tice with the IRS stating this. Form 56, Notice
Concerning Fiduciary Relationship, can be
used for this purpose. The instructions and
other requirements are given on the back of
the form.

Filing the notice. File the written notice
(or Form 56) with the IRS service center where
the returns are filed for the person (or estate)
for whom you are acting. You should file this
notice as soon as all of the necessary informa-
tion (including the employer identification num-
ber) is available. It notifies the IRS that, as the
fiduciary, you are assuming the powers, rights,
duties, and privileges of the decedent, and al-
lows the IRS to mail to you all tax notices con-
cerning the person (or estate) you represent.
The notice remains in effect until you notify the
appropriate IRS office that your relationship to
the estate has terminated.

Termination notice. When you are re-
lieved of your responsibilities as personal rep-
resentative, you must advise the IRS office
where you filed the written notice (or Form 56)
either that the estate has been terminated or
that your successor has been appointed. If the
estate is terminated, you must furnish satisfac-
tory evidence of the termination of the estate.
Use Form 56 for the termination notice by
completing the appropriate part on the form
and attaching the required evidence. If another
has been appointed to succeed you as the per-
sonal representative, you should give the
name and address of your successor.

Request for prompt assessment (charge)
of tax. The IRS ordinarily has 3 years from the
date an income tax return is filed, or its due
date, whichever is later, to charge any addi-
tional tax that is due. However, as a personal
representative you may request a prompt as-
sessment of tax after the return has been filed.
This reduces the time for making the assess-
ment to 18 months from the date the written re-
quest for prompt assessment was received.
This request can be made for any income tax
return of the decedent and for the income tax
return of the decedent’s estate. This may per-
mit a quicker settlement of the tax liability of
the estate and an earlier final distribution of the
assets to the beneficiaries.

Form 4810. Form 4810, Request for
Prompt Assessment Under Internal Revenue
Code Section 6501(d), can be used for making
this request. It must be filed separately from
any other document. The request should be
filed with the IRS office where the return was
filed. If Form 4810 is not used, you must clearly
indicate that it is a request for prompt assess-
ment under section 6501(d) of the Internal
Revenue Code.

As the personal representative for the de-
cedent’s estate, you are responsible for any
additional taxes that may be due. You can re-
quest prompt assessment of any taxes (other
than federal estate taxes) for any open years
forthe decedent, even though the returns were
filed before the decedent’s death.



Failure to report income. If you or the de-
cedent failed to report substantial amounts of
gross income (an amount in excess of 25% of
the gross income reported on the return) or
filed a false or fraudulent return, your request
for prompt assessment will not shorten the pe-
riod during which the IRS may assess the ad-
ditional tax. However, such a request may re-
lieve you of personal liability for the tax if you
did not have knowledge of the unpaid tax.

Insolvent estate. If a decedent’s estate is in-
sufficient to pay all the decedent’s debts, the
debts due the United States must be paid first.
Both the decedent’s federal income tax liabili-
ties at the time of death and the estate’s in-
come tax liability are debts due the United
States. The personal representative of an in-
solvent estate is personally responsible for
any tax liability of the decedent or of the estate
if he or she had notice of such tax obligations
or had failed to exercise due care in determin-
ing if such obligations existed before distribu-
tion of the estate’s assets and before being
discharged from duties. The extent of such
personal responsibility is the amount of any
other payments made before paying the debts
due the United States. The income tax liabili-
ties need not be formally assessed for the per-
sonal representative to be liable if he or she
was aware or should have been aware of their
existence.

Fees Received by

Personal Representatives

All personal representatives must include in
their gross incomes fees paid to them from an
estate. If paid to a professional executor or ad-
ministrator, self-employment tax also applies
to such fees. For a nonprofessional executor
or administrator (a person serving in such ca-
pacity in an isolated instance, such as a friend
or relative of the decedent), self-employment
tax only applies if a trade or business is in-
cluded in the estate’s assets, the executor ac-
tively participates in the business, and the fees
are related to operation of the business.

Final Return
for Decedent

The personal representative (defined earlier)
must file the final income tax return of the de-
cedent for the year of death and any returns
not filed for preceding years. A surviving
spouse, under certain circumstances, may be
required to file the returns for the decedent.
See Joint Return, below. The following rules
apply to returns for individuals dying in 1994.

Return for preceding year. If an individual
died after the close of the tax year, but before
the return for that year was filed, the return for
the year just closed will not be the final return.
The return for that year will be a regular return
and the personal representative must file it.

Example. Samantha Smith died on March
21, 1994, before filing her 1993 tax return. Her

personal representative must file her 1993 re-
turn by April 15, 1994. Her final tax return is
due April 17, 1995.

Filing Requirements

The income, age, and filing status of a dece-
dent generally determine the filing require-
ments. In general, filing status depends on
whether the decedent was considered single
or married at the time of death. Gross income
usually means money, goods, and property an
individual received on which he or she must
pay tax. It includes gross receipts from self-
employment minus any cost of goods sold. It
does not include nontaxable income. See Pub-
lication 501, Exemptions, Standard Deduction,
and Filing Information.

Refund

A return should be filed to obtain a refund if tax
was withheld from salaries, wages, pensions,
or annuities, or if estimated tax was paid, even
if the decedent is not required to file. Also, the
decedent may be entitled to other credits that
result in a refund. These advance payments of
tax and credits are discussed later under Cred-
its, Other Taxes, and Payments.

Form 1310. Any person who is filing a return
for a decedent and claiming a refund must file
a Form 1310, Statement of Person Claiming
Refund Due a Deceased Taxpayer, with the
return. However, if the person claiming the re-
fund is a surviving spouse filing an original joint
return with the decedent, or a court-appointed
or certified personal representative filing an
original return for the decedent, Form 1310 is
not needed.

Example. Assume that Mr. Green died on
January 4, 1994, before filing his tax return. On
April 3 of the same year, you were appointed
the personal representative for Mr. Green’s
estate, and you filed his Form 1040 showing a
refund due. You do not need Form 1310 to
claim the refund. However, you must attach to
his return a copy of the court certificate show-
ing you were appointed the personal
representative.

Nonresident Alien

If the decedent was a nonresident alien who
would have had to file Form 1040NR, U.S.
Nonresident Alien Income Tax Return, you
must file that form for the decedent’s final tax
year. See the instructions for Form 1040NR for
the filing requirements, due date, and where to
file.

Joint Return

Generally, the personal representative and the
surviving spouse can file a joint return for the
decedent and the surviving spouse. However,
the surviving spouse alone can file the joint re-
turn if no personal representative has been ap-
pointed before the due date for filing the final
joint return for the year of death. This also ap-
plies to the return for the preceding year if the
decedent died after the close of the preceding

tax year and before the due date for filing that
return. The income of the decedent that was
includible on his or her return for the year up to
the date of death (see Income To Include,
later) and the income of the surviving spouse
for the entire year must be included in the final
joint return.

A final joint return with the deceased
spouse cannot be filed if the surviving spouse
remarried before the end of the year of the de-
cedent’s death. The filing status of the de-
ceased spouse is ‘“‘married filing separate
return.”

For information about tax benefits a surviv-
ing spouse may be entitled to, see Tax Bene-
fits for Survivors, later under Other Tax Infor-
mation.

Personal representative may revoke joint
return election. If the court appoints a per-
sonal representative, that person may revoke
an election to file a joint return that was previ-
ously made by the surviving spouse alone.
This is done by filing a separate return for the
decedent within one year from the due date of
the return (including any extensions). The joint
return made by the surviving spouse will then
be regarded as the separate return of that
spouse by excluding the decedent’s items and
refiguring the tax liability.

Income To Include

The decedent’s income includible on the final
return is generally determined as if the person
were still alive except that the taxable period is
usually shorter because it ends on the date of
death. The method of accounting regularly
used by the decedent before death also deter-
mines the income includible on the final return.
This section explains how some types of in-
come are reported on the final return.

For more information about accounting
methods, get Publication 538, Accounting Pe-
riods and Methods.

Under the Cash Method

If the decedent accounted for income under
the cash method, only those items actually or
constructively received before death are ac-
counted for in the final return.

Constructive receipt of income. Interest
from coupons on the decedent’s bonds was
constructively received by the decedent if the
coupons matured in the decedent’s final tax
year, but had not been cashed. Include the in-
terestin the final return.

Generally, a dividend was constructively
received if it was available for use by the dece-
dent without restriction. If the corporation cus-
tomarily mailed its dividend checks, the divi-
dend was includible when received. Therefore,
if the individual died between the time the divi-
dend was declared and the time it was re-
ceived in the mail, the decedent did not con-
structively receive it before death. Do not
include the dividend in the final return.
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Under an Accrual Method

Generally, under an accrual method of ac-
counting, income is reported when earned.

If the decedent used an accrual method,
only the income items normally accrued before
death are to be included in the final return.

Partnership Income

The death of a partner generally does not
close the partnership’s tax year before it nor-
mally ends. It continues for both the remaining
partners and the deceased partner. Even if the
partnership has only two partners, the death of
one does not terminate the partnership or
close its tax year, provided the deceased part-
ner's estate or successor continues to share in
the partnership’s profits or losses. If the surviv-
ing partner terminates the partnership by dis-
continuing its business operations, the part-
nership tax year closes as of the date of
termination. If the deceased partner’s estate or
successor sells, exchanges, or liquidates its
entire interest in the partnership, the partner-
ship’s tax year with respect to the estate or
successor will close as of the date of the sale
or exchange or the date the liquidation is
completed.

On the decedent’s final return include the
decedent’s distributive share of partnership in-
come for the partnership’s tax year ending
within or with the decedent’s last tax year (the
year ending on the date of death).

Do not include on the final return the dis-
tributive share of partnership income for a part-
nership’s tax year ending after the decedent’s
death. In this case, partnership income earned
up to and including the date of death is income
in respect of the decedent, discussed later. In-
come earned after the date of death to the end
of the partnership’s tax year is income to the
estate or successor in interest.

Example. Mary Smith was a partner in
XYZ partnership and reported her income on a
tax year ending December 31. The partnership
uses a tax year ending June 30. Mary died Au-
gust 31, 1994, and her estate established its
tax year ending August 31.

The distributive share of taxable income
from the partnership based on the decedent’s
partnership interest is reported as follows:

1) Final Return for the Decedent — January
1 through August 31, 1994, includes in-
come from the XYZ partnership year end-
ing June 30, 1994.

2) Income Tax Return of the Estate — Sep-
tember 1, 1994, through August 31, 1995,
includes income from the XYZ partnership
year ending June 30, 1995. The portion of
income from the partnership for the period
July 1, 1994, through August 31, 1994, is
income in respect of a decedent.

S Corporation Income

If the decedent was a shareholder in an S cor-
poration, you must include on the final return
the decedent’s share of S corporation income
for the corporation’s tax year that ends within
or with the decedent’s last tax year (year end-
ing on the date of death). The final return must
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also include the decedent’s pro rata share of
the S corporation’s income for the period be-
tween the end of the corporation’s last tax year
and the date of death.

The income for the part of the S corpora-
tion’s tax year after the shareholder’s death is
income to the estate or other person who has
acquired the stock in the S corporation.

Self-Employment Income

Include self-employment income actually or
constructively received or accrued, depending
on the decedent’s accounting method. For
self-employment tax purposes only, the dece-
dent’s self-employment income will include the
decedent’s distributive share of a partnership’s
income or loss through the end of the month in
which death occurred. For this purpose only,
the partnership’s income or loss is considered
to be earned ratably over the partnership’s tax
year.

Community Income

If the decedent was married and was domi-
ciled in a community property state, half of the
income received and half of the expenses paid
during the decedent’s tax year by either the
decedent or spouse may be considered to be
the income or expense of the other. For more
information, get Publication 555, Federal Tax
Information on Community Property.

Interest and Dividend Income
(Forms 1099)

Payers of interest and dividends report
amounts on Forms 1099 using the identifica-
tion number of the person to whom the ac-
count is payable. After a decedent’s death, the
Forms 1099 must reflect the identification
number of the estate or beneficiary to whom
the amounts are payable. As the personal rep-
resentative handling the estate you must fur-
nish this identification number to the payer. For
example, if interest is payable to the estate,
the estate’s identification number must be pro-
vided to the payer and used to report the inter-
est on Form 1099-INT, Interest Income. If the
interest is payable to a surviving joint owner,
the survivor’s identification number must be
provided to the payer and used to report the
interest.

A Form 1099 should be received for the de-
cedent reporting interest and dividends that
were includible on his or her return before
death. A separate Form 1099 should be re-
ceived showing the interest and dividends in-
cludible on the returns of the estate or other re-
cipient after the date of death and payable to
the estate or other recipient. You can request
corrected Forms 1099, if these forms do not
properly reflect the right recipient or amounts.

The amount reported on Form 1099-INT or
Form 1099-DIV, Dividends and Distributions,
may not necessarily be the correct amount that
should be properly reported on each income
tax return. For example, a Form 1099—INT re-
porting interest payable to a decedent may in-
clude income that should be reported on the fi-
nal income tax return of the decedent, as well
as income that the estate or other recipient

should report, either as income earned after
death or as income in respect of the decedent
(discussed later). For income earned after
death, you should ask the payer for a Form
1099 that properly identifies the recipient (by
name and identification number) and the
proper amount. If that is not possible, or if the
form includes an amount that represents in-
come in respect of the decedent, include an
explanation, such as that shown under How to
report, next, describing the amounts that are
properly reported on the decedent’s final
return.

How to report. If you are preparing the dece-
dent’s final return and you have received a
Form 1099-INT or a Form 1099-DIV for the
decedent that includes amounts belonging to
the decedent and to another recipient (the de-
cedent’s estate or another beneficiary), report
the total interest shown on Form 1099—-INT on
Schedule 1 (Form 1040A) or on Schedule B
(Form 1040). Next, enter a “subtotal” of the in-
terest shown on Forms 1099, and the interest
reportable from other sources for which you
did not receive Forms 1099. Show any interest
(including any interest you receive as a nomi-
nee) belonging to another recipient separately
and subtract it from the subtotal. Identify the
amount of this adjustment as “Form 1041,
other beneficiary,” or other appropriate desig-
nation. Report dividend income on the appro-
priate schedule using the same procedure.

Note. If the decedent received amounts as
a nominee, you must give the actual owner a
Form 1099, unless the owner is the decedent’s
spouse.

Exemptions
and Deductions

Generally, the rules for exemptions and de-
ductions allowed to an individual also apply to
the decedent’s final income tax return. Show
on the final return deductible items the dece-
dent paid before death (or accrued, if the dece-
dent reported deductions on an accrual
method). This section contains a detailed dis-
cussion of medical expenses because, under
certain conditions, the tax treatment can be dif-
ferent for the medical expenses of the dece-
dent. See Medical Expenses, below.

Exemptions

You can claim the personal exemption in full
on a final income tax return. If the decedent
was another person’s dependent (i.e., a par-
ent’s), you cannot claim the personal exemp-
tion on the decedent’s final return.

Standard Deduction

If you do not itemize deductions on the final re-
turn, the full amount of the appropriate stan-
dard deduction is allowed regardless of the
date of death. For information on the appropri-
ate standard deduction, get Publication 501,
Exemptions, Standard Deduction, and Filing
Information.



Medical Expenses

Medical expenses paid before death by the de-
cedent are deductible on the final income tax
return if deductions are itemized. This includes
expenses for the decedent as well as for the
decedent’s spouse and dependents.

Election for decedent’s expenses. Medical
expenses that are not deductible on the final
income tax return are liabilities of the estate
and are shown on the federal estate tax return
(Form 706). However, if medical expenses for
the decedent are paid out of the estate during
the 1-year period beginning with the day after
death, you can elect to treat all or part of the
expenses as paid by the decedent at the time
they were incurred.

If you make the election, you can claim all
or part of the expenses on the decedent’s in-
come tax return rather than on the federal es-
tate tax return (Form 706). You can deduct ex-
penses incurred in the year of death on the
final income tax return. You should file an
amended return (Form 1040X) for medical ex-
penses incurred in an earlier year, unless the
statutory period for filing a claim for that year
has expired.

Making the election. You make the elec-
tion by filing with the decedent’s income tax re-
turn, or amended return, a statement in dupli-
cate that you have not claimed the amount as
an estate tax deduction, and that the estate
waives the right to claim the amount as a de-
duction. This election applies only to expenses
incurred for the decedent, not to expenses in-
curred to provide medical care for dependents.

Deduction. The amount you can deduct on
the income tax return is the amount in excess
of 7.5% of adjusted gross income. The
amounts not deductible because of this per-
centage cannot be claimed on the federal es-
tate tax return.

Example. Richard Brown used the cash
method of accounting and filed his return on a
calendar year basis. Mr. Brown died on June
1, 1994, after incurring $800 in medical ex-
penses. Of that amount, $500 was incurred in
1993 and $300 was incurred in 1994. Richard
filed his 1993 income tax return before April
15, 1994. The personal representative of the
estate paid the entire $800 liability in August
1994.

The personal representative may then file
an amended return (Form 1040X) for 1993
claiming the $500 medical expense as a de-
duction. The $300 of expenses incurred in
1994 can be deducted on the final income tax
return, although it was paid after Richard’s
death. The personal representative must file a
statement in duplicate with each return stating
that these amounts have not been claimed on
the federal estate tax return (Form 706), and
waiving the right to claim such a deduction on
Form 706 in the future.

Medical expenses not paid by estate. Medi-
cal expenses for the care of the decedent paid
by a survivor who can claim the decedent as a
dependent are deductible on the survivor's in-
come tax return for the tax year in which paid,

whether or not they are paid before or after the
decedent’s death. If the decedent was a child
of divorced or separated parents, the medical
expenses are usually deductible by both the
custodial and noncustodial parent to the extent
paid by each parent during the year. See Pub-
lication 502, Medical and Dental Expenses, for
more information.

Insurance reimbursements. Insurance reim-
bursements of previously deducted medical
expenses due a decedent at the time of death
and later received by the decedent’s estate are
includible in the income tax return of the estate
(Form 1041) for the year the reimbursements
are received. The reimbursements are also in-
cludible in the decedent’s gross estate.

Deduction for Losses

You can deduct a decedent’s net operating
loss from prior-year business operations and
any capital losses (including a capital loss car-
ryover) only on the decedent’s final income tax
return. You cannot deduct any unused net op-
erating loss or capital loss on the estate’s in-
come tax return. However, a net operating loss
carryback resulting from a net business loss
on the decedent’s final income tax return can
be carried back to prior years.

At-risk loss limits. Special at-risk rules apply
to most activities that are engaged in as a
trade or business or for the production of
income.

These rules limit the amount of deductible
loss to the amount for which the decedent was
considered at risk in the activity. A decedent
generally will be considered at risk to the ex-
tent of the cash and the adjusted basis of prop-
erty that he or she contributed to the activity
and any amounts the decedent borrowed for
use in the activity. However, a decedent will be
considered at risk for amounts borrowed only if
he or she was personally liable for the repay-
ment or if the amounts borrowed were secured
by property other than that used in the activity.
The decedent is not considered at risk for bor-
rowed amounts if the lender has an interest in
the activity or if the lender is related to the de-
cedent. For more information, get Publication
925, Passive Activity and At-Risk Rules.

Passive activity rules. A passive activity is
any trade or business activity in which the tax-
payer does not materially participate. To deter-
mine material participation, get Publication
925. Rental activities are also passive activi-
ties regardless of the taxpayer’s participation,
unless the taxpayer meets certain eligibility
requirements.

Individuals, estates, and trusts can offset
passive activity losses only against passive
activity income. Passive activity losses or
credits that are not allowed in one tax year can
be carried forward to the next year.

In general, if a passive activity interest is
transferred because of the death of a taxpayer,
the accumulated unused passive activity
losses are allowed as a deduction against the
decedent’s income in the year of death.
Losses are allowed only to the extent they are

greater than the excess of the transferee’s (re-
cipient of the interest transferred) basis in the
property over the decedent’s adjusted basis in
the property immediately before death. The
portion of the losses that is equal to the excess
is not allowed as a deduction for any tax year.

Use Form 8582, Passive Activity Loss Lim-
itations, to summarize losses and income from
passive activities and to figure the amounts al-
lowed. For more information, get Publication
925.

Credits, Other Taxes,
and Payments

This section includes brief discussions of
some of the tax credits, types of taxes that may
be owed, income tax withheld, and estimated
tax payments that are reported on the final re-
turn of a decedent. It also includes a discus-
sion of the alternative minimum tax that may
apply to a decedent.

Credits

You can claim on the final income tax return
any tax credits that applied to the decedent
before death.

Earned income credit. You can claim the re-
fundable earned income credit on the dece-
dent’s final return even though the return cov-
ers less than 12 months. If the allowable credit
is more than the tax liability for the year, the ex-
cess is refunded.

For more information, get Publication 596,
Earned Income Credit.

Credit for the elderly or the disabled. This
credit is allowable on a decedent’s final in-
come tax return if the decedent was age 65 or
older or had retired on disability and was per-
manently and totally disabled.

For more information, get Publication 524,
Credit for the Elderly or the Disabled.

Business tax credit. The general business
credit available to a taxpayer is limited. Any
unused credit is carried back 3 years and then
carried forward for up to 15 years. After the
15-year period, a deduction may be allowed
for any unused business credit. If the taxpayer
dies before the end of the 15—year period, the
deduction is allowed in the year of death.

Other Taxes

Taxes other than income tax that may be owed
on the final return of a decedent include self-
employment tax and alternative minimum tax,
which are reported in the Other Taxes section
of Form 1040.

Self-employment tax. If the decedent had
self-employment income of $400 or more in
the year of death, self-employment tax may be
owed on the final return.

Alternative minimum tax (AMT). The tax
laws give special treatment to some kinds of
income and allow special deductions and
credits for some kinds of expenses. So that
taxpayers who benefit from these laws will pay
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at least a minimum amount of tax, a special tax
has been enacted—the “alternative minimum
tax” (AMT). In general, the AMT is the excess
of the tentative minimum tax over the regular
tax (before credits) shown on the return.

Form 6251. Use Form 6251, Alternative
Minimum Tax—Individuals, to figure this tax
on the decedent’s final income tax return. See
the form instructions for information on when
you must attach the form to the tax return.

Payments of Tax

The income tax withheld from the decedent’s
salary, wages, pensions, or annuities, and the
amount paid as estimated tax, for example,
are credits (advance payments of tax) that you
must claim on the final return.

If you need information on claiming the tax
withheld or estimated tax paid, get Publication
505, Tax Withholding and Estimated Tax.

Maximum Tax Rate
on Capital Gains

The highest tax rate on taxable income is
39.6%. However, the highest tax rate on a net
capital gain is 28%. A net capital gain is the ex-
cess of net long-term capital gains over net
short-term capital losses. Therefore, the maxi-
mum 28% rate applies if a long-term capital
gain is shown on line 17, Schedule D (Form
1040), and a net gain is shown on line 18,
Schedule D (Form 1040). See the Capital Gain
Tax Worksheet in the Form 1040 instructions
for line 38.

Name, Address,

and Signature

The word “DECEASED,"” the decedent’s
name, and the date of death should be written
across the top of the tax return. In the name
and address space you should write the name
and address of the decedent and the surviving
spouse. If a joint return is not being filed, the
decedent’s name should be written in the
name space and the personal representative’s
name and address should be written in the re-
maining space.

Signature. If a personal representative has
been appointed, that person must sign the re-
turn. If itis a joint return, the surviving spouse
must also sign it. If no personal representative
has been appointed, the surviving spouse (on
a joint return) should sign the return and write
in the signature area *‘Filing as surviving
spouse.” If no personal representative has
been appointed and if there is no surviving
spouse, the person in charge of the decedent’s
property must file and sign the return as “per-
sonal representative.”

When and
Where To File

The final individual income tax return is due at
the same time the decedent’s return would
have been due had death not occurred. Thus,
a final return for a decedent who was a calen-
dar year taxpayer is generally due on April 15
following the year of death, regardless of when
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during the year death occurred. However,
when the due date falls on a Saturday, Sun-
day, or legal holiday, you can file on the next
business day.

The tax return must be prepared on a form
for the year of death regardless of when during
the year death occurred.

You can mail the final income tax return of
the decedent to the Internal Revenue Service
Center for the place where you live. You also
may hand-carry the return to any office of the
district director within your district.

Tax Forgiveness for
Deaths Due to
Military or Terrorist Actions

If the decedent was a member of the Armed
Forces or a civilian employee of the United
States, the decedent’s income tax liability may
be forgiven depending on whether his or her
death was due to service in a combat zone or
to military or terrorist actions.

Desert Storm. For specific information on Op-
eration Desert Storm, see Publication 945,
Tax Information for Those Affected by Opera-
tion Desert Storm.

Combat Zone

If a member of the Armed Forces of the United
States dies while in active service in a combat
zone or from wounds, disease, or injury in-
curred in a combat zone, the decedent’s in-
come tax liability is abated (forgiven) for the
entire year in which death occurred and for any
prior tax year beginning with the year before
the wounds, disease, or injury occurred. The
tax liability is also forgiven for any earlier year
in which the decedent served at least 1 day in
a combat zone.

If the tax (including interest, additions to the
tax, and additional amounts) for these years
has been assessed, the assessment will be
forgiven. If the tax has been collected (regard-
less of the date of collection), that tax will be
credited or refunded.

Any of the decedent’s income tax for tax
years before those mentioned above that re-
mains unpaid as of the actual (or presumptive)
date of death will not be assessed. If any un-
paid tax (including interest, additions to the
tax, and additional amounts) has been as-
sessed, this assessment will be forgiven. Also,
if any tax was collected after the date of death,
that amount will be credited or refunded.

The date of death of a member of the
Armed Forces reported as missing in action or
as a prisoner of war is the date his or her name
is removed from missing status for military pay
purposes. This is true even if death actually
occurred earlier.

Military or Terrorist Actions

The decedent’s income tax liability is forgiven
if, at death, he or she was a military or civilian
employee of the United States who died be-
cause of wounds or injury incurred:

1) While a U.S. employee,
2) After November 17, 1978, and

3) Inamilitary or terrorist action outside the
United States.

The forgiveness applies to the tax year in
which death occurred and for any prior tax
year in the period beginning with the year
before the year in which the wounds or injury
were incurred.

Example. The income tax liability of a civil-
ian employee of the United States who died in
1994 because of wounds incurred, while a
U.S. employee, outside the United States in a
terrorist attack that occurred in 1985 will be for-
given for 1994 and for all prior tax years in the
period 1984-1993. Refunds are allowed for
the tax years for which the period for filing a
claim for refund has not ended.

Military or terrorist action defined. Military
or terrorist action means:

1) Any terrorist activity which most of the evi-
dence indicates was directed against the
United States or any of its allies, and

2) Any military action involving the U.S.
Armed Forces and resulting from violence
or aggression against the United States or
any of its allies, or the threat of such vio-
lence or aggression.

Military action does not include training ex-
ercises. Any multinational force in which the
United States is participating is treated as an
ally of the United States.

Claim for Credit or Refund

If any of these tax-forgiveness situations ap-
plies to a prior year tax that has been paid, and
the period for filing a claim has not ended, the
tax will be credited or refunded,; if any tax is still
due, it will be canceled. The normal period for
filing a claim for credit or refund is 3 years from
the time the return was filed or 2 years from the
time the tax was paid, whichever is later.

Special rules. Some of the rules for filing a
claim for credit or refund differ depending on:

1) Whether the decedent’s death was due to
service in a combat zone or to military or
terrorist action, and

2) Whether ajoint return was filed.

Combat zone death. If death occurred in
a combat zone, the period for filing the claim is
extended by:

1) The amount of time served in the combat
zone (including any period in which the in-
dividual was in missing status); plus

2) The period of continuous qualified hospi-
talization for injury from service in the
combat zone, if any; plus

3) The next 180 days.

Qualified hospitalization means any hospitali-
zation outside the United States, and any hos-
pitalization in the United States of not more
than 5 years.

You can get the refund by filing Form
1040X, Amended U.S. Individual Income Tax
Return.



Joint returns. If a joint return was filed,
you must determine the part of the jointincome
tax liability attributable to the decedent and eli-
gible for the refund. Determine the decedent’s
tax liability as follows:

1) Figure the income tax for which the dece-
dent would have been liable as if a sepa-
rate return had been filed.

2) Figure the income tax for which the
spouse would have been liable as if a
separate return had been filed.

3) Multiply the joint tax liability by a fraction.
The numerator (top number) of the frac-
tion is the amount in (1), above. The de-
nominator (bottom number) of the fraction
is the total of (1) and (2).

The amount in (3) above is the decedent’s
tax liability that is eligible for the refund.

Military or terrorist action death. If the
earlier discussion under Military or Terrorist
Actions applies to a decedent, you must do the
following:

1) Ifa U.S. individual income tax return
(Form 1040, 1040A, or 1040EZ) has not
been filed, you should make a claim for
refund of any withheld income tax or esti-
mated tax payments by filing Form 1040,
1040A, or 1040EZ. Form W-2, Wage and
Tax Statement, must accompany all
returns.

2) IfaU.S. individual income tax return has
been filed, you should make a claim for
refund by filing Form 1040X. You must file
a separate Form 1040X for each year in
question.

You must file these returns and claims with
the Internal Revenue Service, Management
Support Branch, P.O. Box 267, Covington, KY
41019, Attn: KITA Coordinator, Stop 28.

Identify all returns and claims for refund by
writing “KITA” in bold letters on the top of page
1 of the return or claim. On the Form 1040 or
Form 1040A write the phrase “KITA—see at-
tached” on the line for “Total tax” (“Tax” on
Form 1040EZ). On the Form 1040X, write the
phrase on the line for “Total tax liability.”

The attachment should include a computa-
tion of the decedent’s tax liability (before figur-
ing any amount to be forgiven) and a computa-
tion of the amount that is to be forgiven. On
joint returns reporting taxable income of the
surviving spouse, you must make an allocation
of the tax as described earlier under Joint re-
turns. If you cannot make a proper allocation,
you should attach a statement of all income
and deductions allocable to each spouse and
the IRS will make the proper allocation.

The following necessary documents
must accompany all of these returns and
claims for refund under these procedures:

1) Form 1310, Statement of Person Claim-
ing Refund Due a Deceased Taxpayer.

2) A certification from the Department of De-
fense or the Department of State that the
death was due to military or terrorist ac-
tion outside the United States. For military
employees and civilian employees of the
Department of Defense, certification must

be made by that department on Form
DOD 1300. For civilian employees of all
other agencies, certification must be a let-
ter signed by the Director General of the
Foreign Service, Department of State, or
his/her delegate. The certification must in-
clude the individual’s name and social se-
curity number, the date of injury, the date
of death, and a statement that the individ-
ual died as the result of a military or terror-
ist action outside the United States and
was an employee of the United States at
the date of injury and at the date of death.

If the certification has been received, but
you do not have enough tax information to file
a timely claim for refund, you can suspend the
period for filing a claim by filing Form 1040X,
attaching Form 1310 and a statement that an
amended claim will be filed as soon as you
have the required tax information.

Filing Reminders

To minimize the time needed to process the
decedent’s final return and issue any refund,
be sure to follow these procedures:

Remember to write “DECEASED,” the de-
cedent’s name, and the date of death across
the top of the tax return.

If a personal representative has been ap-
pointed, the personal representative must
sign the return.

If you are the decedent’s spouse filing a joint
return with the decedent, write “Filing as
surviving spouse” in the area where you
sign the return. If a personal representative
has been appointed, the personal represen-
tative must also sign the return.

To claim a refund for the decedent:

If you are the decedent’s spouse filing a
joint return with the decedent, file
only the tax return to claim the
refund.

If you are the personal representative
and the return is not a joint return
filed with the decedent’s surviving
spouse, file the return and attach a
copy of the certificate that shows
your appointment by the court. (A
power of attorney or a copy of the
decedent’s will is not acceptable ev-
idence of your appointment as the
personal representative.) However,
if you are filing an amended return,
attach Form 1310 and a copy of the
certificate of appointment (or, if you
have already sent the certificate of
appointment to IRS, write “Certifi-
cate Previously Filed” at the bottom
of Form 1310).

If you are not filing a joint return as the
surviving spouse and a personal
representative has not been ap-
pointed, file the return and attach
Form 1310 and proof of death (gen-
erally, a copy of the death
certificate).

Other Tax Information

This section contains information about the ef-
fect of an individual's death on the income tax
liability of the survivors (including widows and
widowers), the beneficiaries, and the estate.

Your Federal Income Tax (Publication
17), published by the IRS, contains compre-
hensive information to help individual taxpay-
ers prepare their own income tax returns. Also,
there are many other taxpayer information
publications on specific topics. You can get
single copies of these publications free from
the IRS Forms Distribution Center. See Order-
ing publications and forms in the introduction
to this publication.

Tax Benefits for Survivors

Survivors can qualify for certain benefits when
filing their own income tax returns.

Joint return by surviving spouse. A surviv-
ing spouse can file a joint return for the year of
death and may qualify for special tax rates for
the following 2 years, as explained under
Qualifying widows and widowers, below.

Decedent as your dependent. If the dece-
dent qualified as your dependent for the part of
the year before death, you can claim the full
exemption amount for the dependent on your
tax return, regardless of when death occurred
during the year.

Qualifying widows and widowers. If your
spouse died within the 2 tax years preceding
the year for which your return is being filed,
you may be eligible to claim the filing status of
qualifying widow(er) with dependent child and
qualify to use the Married filing jointly tax rates.

Requirements. Generally, you qualify for
this special benefit if you meet all of the follow-
ing requirements:

1) You were entitled to file a joint return with
your spouse for the year of death—
whether or not you actually filed jointly;

2) You did not remarry before the end of the
current tax year;

3) You have a child, stepchild, or foster child
who qualifies as your dependent for the
tax year; and

4) You provide more than half the cost of
maintaining your home, which is the prin-
cipal residence of that child for the entire
year except for temporary absences.

Example. William Burns’s wife died in
1992. Mr. Burns has not remarried and contin-
ued throughout 1993 and 1994 to maintain a
home for himself and his dependent child. For
1992 he was entitled to file a joint return for
himself and his deceased wife. For 1993 and
1994, he qualifies to file as a “Qualifying wid-
ow(er) with dependent child.” For later years,
he may qualify to file as a head of household.

Figuring your tax. Include only your own
income, exemptions, and deductions in com-
puting your tax, but check the box on line 5
under filing status on your tax return and enter
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the year of death in the parentheses. Use the
Tax Rate Schedule or the column in the Tax
Table for Married filing jointly, which gives you
the split-income benefits.

The last year you can file jointly with, or
claim an exemption for, your deceased spouse
is the year of death.

Joint return filing rules. If you are the surviv-
ing spouse and a personal representative is
handling the estate for the decedent, you
should coordinate filing your return for the year
of death with this personal representative. See
the filing requirements for a joint return earlier
under Final Return for Decedent.

Income in Respect

of the Decedent

All gross income that the decedent would have
received had death not occurred, that was not
properly includible on the final return, dis-
cussed earlier, is income in respect of the
decedent.

How To Report

Income in respect of a decedent must be in-
cluded in the gross income of:

1) The decedent’s estate, if the estate re-
ceives it, or

2) The beneficiary, if the right to income is
passed directly to the beneficiary and the
beneficiary receives it, or

3) Any person to whom the estate properly
distributes the right to receive it.

Example 1. Frank Johnson owned and op-
erated an apple orchard. He used the cash
method of accounting. He sold and delivered
1,000 bushels of apples to a canning factory
for $2,000, but did not receive payment before
his death. When the estate was settled, pay-
ment had not been made and the estate trans-
ferred the right to the payment to his widow.
When Frank’s widow collects the $2,000, she
must include that amount in her return. It is not
to be reported on the final return of the dece-
dent nor on the return of the estate.

Example 2. Assume Frank Johnson used
the accrual method of accounting in Example
1. The amount accrued from the sale of the ap-
ples would be included on his final return.
Neither the estate nor the widow will realize in-
come in respect of the decedent when the
money is later paid.

Example 3. On February 1, George High,
a cash method taxpayer, sold his tractor for
$3,000, payable March 1 of the same year. His
adjusted basis in the tractor was $2,000. Mr.
High died on February 15, before receiving
payment. The gain to be reported as income in
respect of the decedent is the $1,000 differ-
ence between the decedent’s basis in the
property and the sale proceeds. In other
words, the income in respect of the decedent
is the gain the decedent would have realized
had he lived.

Example 4. Cathy O’Neil was entitled to a
large salary payment at the date of her death.
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The amount was to be paid in five annual in-
stallments. The estate, after collecting two in-
stallments, distributed the right to the remain-
ing installments to you, the beneficiary. None
of the payments would be included in Cathy’s
final return. The estate must include in its
gross income the two installments it received,
and you must include in your gross income
each of the three installments as you receive
them.

Example 5. You inherited the right to re-
ceive renewal commissions on life insurance
sold by your father before his death. You inher-
ited the right from your mother, who acquired it
by bequest from your father. Your mother died
before she received all the commissions she
had the right to receive, so you received the re-
mainder. None of these commissions were in-
cluded in your father’s final return. But the
commissions received by your mother were in-
cluded in her gross income. The commissions
you received are not includible in your
mother’s gross income, even on her final re-
turn. You must include them in your income.

Character of income. The character of the in-
come you receive in respect of a decedent is
the same as it would have been to the dece-
dent if he or she were alive. Thus, if the income
would have been a capital gain to the dece-
dent, it will be a capital gain to you.

Transfer of right to income. If you transfer
your right to income in respect of a decedent,
you must include in your income the greater of:

1) The amount you receive for the right, or

2) The fair market value of the right you
transfer.

If you make a gift of such a right, you must
include in your gross income the fair market
value of the right at the time of the gift.

If the right to income from an installment
obligation is transferred, the amount you must
include in income is reduced by the basis of
the obligation. See Installment obligations,
below.

Transfer defined. A transfer for this pur-
pose includes a sale, exchange, or other dis-
position, the satisfaction of an installment obli-
gation at other than face value, or the
cancellation of an installment obligation.

Installment obligations. If the decedent had
sold property using the installment method
and you collect payments on an installment
obligation you acquired from the decedent,
use the same gross profit percentage the de-
cedent used to figure the part of each payment
that represents profit. Include in your income
the same profit the decedent would have in-
cluded had death not occurred. Get Publica-
tion 537, Installment Sales.

If you dispose of an installment obligation
acquired from a decedent (other than by trans-
fer to the obligor), the rules explained in Publi-
cation 537 for figuring gain or loss on the dis-
position apply to you.

Transfer to obligor. A transfer of aright to
income has occurred if the decedent (seller)
had sold property using the installment

method and the installment obligation is trans-
ferred to the obligor (buyer or person legally
obligated to pay the installments). A transfer
also occurs if the obligation is canceled either
at death or by the estate or person receiving
the obligation from the decedent. An obligation
that becomes unenforceable is treated as hav-
ing been canceled. (Such cancellation
amounts to a transfer as defined earlier under
Transfer of right to income.)

If such a transfer occurs, the amount in-
cluded in the income of the transferor (the es-
tate or beneficiary) is the greater of the amount
received or the fair market value of the install-
ment obligation at the time of transfer, reduced
by the basis of the obligation. The basis of the
obligation is the decedent’s basis, adjusted for
all installment payments received after the de-
cedent’s death and before the transfer.

If the decedent and obligor were related
persons, the fair market value of the obligation
cannot be less than its face value.

Specific Types of Income
in Respect of a Decedent

This section explains and provides examples
of some specific types of income in respect of
a decedent.

Wages. The entire amount of wages or other
employee compensation earned by the dece-
dent but unpaid at the time of death is income
in respect of the decedent. The income is not
reduced by any amounts withheld by the em-
ployer when paid to the estate or other benefi-
ciary. If the income is $600 or more, the em-
ployer should report it in box 3 of Form 1099—
MISC and give the recipient a copy of the form
or a similar statement.

Wages paid as income in respect of a de-
cedent are not subject to federal income tax
withholding. However, if paid during the calen-
dar year of death, they are subject to withhold-
ing for social security and Medicare taxes.
These taxes should be included on the dece-
dent’s Form W-2 with the taxes withheld
before death. Wages paid as income in re-
spect of a decedent after the year of death
generally are not subject to withholding for any
federal taxes.

Farm income from crops, crop shares, and
livestock. A farmer’s growing crops and live-
stock at the date of death would not normally
give rise to income in respect of a decedent or
income to be included in the final return. How-
ever, when a cash-method farmer receives
rent in the form of crop shares or livestock and
owns the crop shares or livestock at the time of
death, the rent is income in respect of a dece-
dent and is reported in the year in which the
crop shares or livestock are sold or otherwise
disposed of. The same treatment applies to
crop shares or livestock the decedent had a
right to receive as rent at the time of death for
economic activities that occurred before
death.

If the individual died during a rent period,
only the portion of the proceeds from the por-
tion of the rent period ending with death is in-
come in respect of a decedent. The proceeds



from the portion of the rent period from the day
after death to the end of the rent period are in-
come to the estate. Cash rent or crop shares
and livestock received as rent and reduced to
cash by the decedent are includible in the final
return even though the rent period did not end
until after death.

Example. Alonzo Roberts, who used the
cash method of accounting, leased part of his
farm for a 1-year period beginning March 1.
The rental was one-third of the crop, payable
in cash when the crop share is sold at the di-
rection of Roberts. Roberts died on June 30
and was, therefore, alive during 122 days of
the rental period. Seven months later, Roberts’
personal representative ordered the crop to be
sold and was paid $1,500. Therefore, 122/365
of $1,500, or $501, is income in respect of a
decedent. The remainder of the $1,500 re-
ceived by the estate, or $999, is income to the
estate.

Partnership income. Any part of a distribu-
tive share of partnership income of the estate
or other successor in interest of a deceased
partner that is for the period ending with the
date of the decedent’s death is income in re-
spect of a decedent. Any partnership income
for the period after the decedent’s death is in-
come of the estate or other successor in inter-
est. These rules apply to the partnership’s tax
year that ends after the date of the decedent’s
death. See Partnership Income under Income
To Include, earlier in the section titled Final
Return for Decedent.

If the partner who died had been receiving
payments representing a distributive share or
guaranteed payment in liquidation of such
partner’s interest in a partnership, the remain-
ing payments made to the estate or other suc-
cessor interest are income in respect of the de-
cedent. Thus, the estate or the successor
receiving such payments will have to include
them in gross income when received. Simi-
larly, the estate or other successor in interest
receives income in respect of a decedent if
amounts are paid by a third person in ex-
change for the successor’s right to such future
payments.

For a complete discussion of partnership
rules, get Publication 541, Tax Information on
Partnerships.

U.S. Savings Bonds acquired from dece-
dent. If Series E or EE U.S. Savings Bonds
that were owned by a cash-method individual
who had chosen to report the interest each
year (or by an accrual-method individual) are
transferred because of death, the increase in
value of the bonds (interest earned) in the year
of death up to the date of death must be re-
ported on the decedent’s final return. The
transferee (estate or beneficiary) reports on its
return only the interest earned after the date of
death.

The redemption values of U.S. Savings
Bonds are generally available from local banks
or savings and loan institutions. You also can
get such information from your nearest Fed-
eral Reserve Bank; or you can purchase the
Tables of Redemption Values for U.S. Savings
Bonds from the Superintendent of Documents,

U.S. Government Printing Office, Washington,
D.C. 20402-9325.

If the bonds transferred because of death
were owned by a cash-method individual who
had not chosen to report the interest each year
and had purchased the bonds entirely with
personal funds, interest earned before death
must be reported in one of the following ways:

1) The person (executor, administrator, etc.)
required to file the final income tax return
of the decedent can electto include in it
all of the interest earned on the bonds
before the decedent’s death. The trans-
feree (estate or beneficiary) then includes
in its return only the interest earned after
the date of death; or
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If the election in (1), above, was not
made, the interest earned to the date of
death is income in respect of the dece-
dent and is not included in the decedent’s
final return. In this case, all of the interest
earned before and after the decedent’s
death is income to the transferee (estate
or beneficiary). A transferee who uses the
cash method of accounting and who has
not chosen to report the interest annually
may defer reporting any of it until the
bonds are cashed or the date of maturity,
whichever is earlier. In the year the inter-
est is reported, the transferee may claim a
deduction for any federal estate tax paid
that arose because of the part of interest
(if any) included in the decedent’s estate.

Example 1. Your uncle, a cash-method
taxpayer, died and left you a $1,000 Series EE
Bond. He had bought the bond for $500 and
had not chosen to report the increase in value
each year. At the date of death, interest of $94
had accrued on the bond, and its value of $594
at date of death was included in your uncle’s
estate. Your uncle’s personal representative
did not choose to include the $94 accrued in-
terest in the decedent’s final income tax return.
You are a cash-method taxpayer and do not
choose to report the increase in value each
year as it is earned. Assuming you cash it
when it reaches maturity value of $1,000, you
would report $500 interest income (the differ-
ence between maturity value of $1,000 and the
original cost of $500) in that year. You also are
entitled to claim, in that year, a deduction for
any federal estate tax resulting from the inclu-
sion in your uncle’s estate of the $94 increase
in value.

Example 2. If, in Example 1, the personal
representative had chosen to include the $94
interest earned on the bond before death in the
final return of your uncle, you would report only
$406 ($500 minus $94) as interest when you
cashed the bond at maturity. Since this $406
represents the interest earned after your un-
cle’s death and, therefore, was not included in
his estate, no deduction for federal estate tax
is allowable for this amount.

Example 3. Your uncle died owning Series
H Bonds that he acquired in exchange for Se-
ries E Bonds. You were the beneficiary on
these bonds. The decedent used the cash
method of accounting and had not chosen to
report the increase in redemption price of the

Series E Bonds each year as it accrued. Your
uncle’s personal representative made no elec-
tion to include any interest earned before
death in the decedent’s final return. Your in-
come in respect of the decedent is the sum of
the unreported increase in value of the Series
E Bonds, which constituted part of the amount
paid for Series H Bonds, and the interest, if
any, payable on the Series H Bonds but not re-
ceived as of the date of the decedent’s death.

Specific dollar amount legacy satisfied
by transfer of bonds. If you receive Series E
or EE Bonds from an estate in satisfaction of a
specific dollar amount legacy and the dece-
dent was a cash-method taxpayer who did not
elect to report interest each year, only the in-
terest earned after you receive the bonds is
your income. The interest earned to the date of
death plus any further interest earned to the
date of distribution is income to (and reporta-
ble by) the estate.

Cashing U.S. Savings Bonds. When you
cash a U.S. Savings Bond that you acquired
from a decedent, the bank or other payer that
redeems it must give you a Form 1099—INT,
Interest Income, if the interest part of the pay-
ment you receive is $10 or more. Your Form
1099-INT should show the difference between
the amount received and the cost of the bond.
The interest shown on your Form 1099—-INT
will not be reduced by any interest reported by
the decedent before death, or, if elected, by
the personal representative on the final in-
come tax return of the decedent, or by the es-
tate on the estate’s income tax return. There-
fore, your Form 1099—-INT may show more
interest than you are required to include in
your income.

You must make an adjustment on your tax
return to report the correct amount of interest.
Get Publication 550, Investment Income and
Expenses, for information about the correct re-
porting of this interest.

Interest accrued on U.S. Treasury bonds.
The interest accrued on U.S. Treasury bonds
owned by a cash-method taxpayer and re-
deemable for the payment of federal estate
taxes that was not received as of the date of
the individual's death is income in respect of
the decedent. This interest is not included in
the decedent’s final income tax return. The es-
tate will treat such interest as taxable income
in the tax year received if it chooses to redeem
the U.S. Treasury bonds to pay federal estate
taxes. If the person entitled to the bonds by be-
quest, devise, or inheritance, or because of the
death of the individual (owner) receives them,
that person will treat the accrued interest as
taxable income in the year the interest is re-
ceived. Interest that accrues on the U.S. Trea-
sury bonds after the owner’s death does not
represent income in respect of the decedent.
Such interest, however, is taxable income and
must be included in the gross income of the re-
spective recipients.

Interest accrued on savings certificates.

The interest accrued on savings certificates
(redeemable after death without forfeiture of
interest) that is for the period from the date of
the last interest payment and ending with the
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date of the decedent’s death, but not received
as of that date, is income in respect of a dece-
dent. Interest for a period after the decedent’s
death that becomes payable on the certificates
after death is not income in respect of a dece-
dent, but is taxable income includible in the
gross income of the respective recipients.

Inherited IRAs. If a beneficiary receives a
lump-sum distribution from an IRA he or she
inherited, all or some of it may be taxable. The
distribution is taxable in the year received as
income in respect of a decedent to the extent
of the decedent’s net IRA balance. This is the
decedent’s balance at the time of death, in-
cluding unrealized appreciation and income
accrued to date of death, minus any basis
(nondeductible contributions). Any distribution
in excess of the decedent’s balance is the in-
come of the beneficiary.

If the beneficiary is the decedent’s surviv-
ing spouse and that spouse properly rolls over
the distribution into another IRA, the distribu-
tion is not currently taxed.

Deductions in Respect
of the Decedent

Items such as business expenses, income-
producing expenses, interest, and taxes, for
which the decedent was liable but which are
not properly allowable as deductions on the
decedent’s final income tax return, will be al-
lowed when paid:

1) As adeduction to the estate; or

2) If the estate was not liable for them, as a
deduction to the person who acquired an
interest in the decedent’s property (sub-
ject to such obligations) because of death.

Similar treatment is given to the foreign tax
credit. Therefore, a beneficiary who must pay
a foreign tax on income in respect of a dece-
dent will be entitled to claim the foreign tax
credit.

Depletion. The deduction for percentage de-
pletion is allowable only to the person (estate
or beneficiary) who receives the income in re-
spect of the decedent to which the deduction
relates, whether or not that person receives
the property from which the income is derived.
Thus, an heir who (because of the decedent’s
death) receives income as a result of the sale
of units of mineral by the decedent (who used
the cash method) will be entitled to the deple-
tion allowance attributable to that income. If
the decedent had not figured the deduction on
the basis of percentage depletion, any deple-
tion deduction to which the decedent was enti-
tled at the time of death would be allowable on
the decedent’s final return, and no depletion
deduction in respect of the decedent would be
allowed anyone else.

For more information on depletion get Pub-
lication 535, Business Expenses.

Estate Tax Deduction

Income that a decedent had a right to receive
is included in the decedent’s gross estate and
is subject to estate tax. This income in respect
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of a decedent is also taxed when received by
the recipient (estate or beneficiary). However,
an income tax deduction is allowed to the re-
cipient for the estate tax paid on the income.

The deduction for estate tax can be
claimed only for the same tax year in which the
income in respect of the decedent is required
to be included in the recipient’s gross income.
(This also is true for income in respect of a
prior decedent.)

Individuals can claim this deduction only as
an itemized deduction, provided they are oth-
erwise eligible to itemize deductions. This de-
duction is not subject to the 2% limit on miscel-
laneous itemized deductions. Estates can
claim the deduction on the line provided for the
deduction on Form 1041. For purposes of the
alternative minimum tax computation, the de-
duction is not included in the itemized deduc-
tions that are an adjustment to taxable income.

If the income in respect of the decedent is
capital gain income, for purposes of figuring
the maximum tax on net capital gain (or any
net capital loss limits), the gain must be re-
duced, but not below zero, by any deduction
for estate tax paid on such gain.

Computation. To figure a recipient’s estate
tax deduction, determine—

1) The estate tax that qualifies for the deduc-
tion, and

2) The recipient’s part of the deductible tax.

Deductible estate tax. The estate tax is
the tax on the taxable estate, reduced by any
credits allowed. The estate tax qualifying for
the deduction is the part attributable to the net
value of all the items in the estate that re-
presentincome in respect of the decedent. Net
value is the excess of the items of income in
respect of the decedent over the items of ex-
penses in respect of the decedent. The de-
ductible estate tax is the difference between
the actual estate tax and the estate tax deter-
mined without including net value.

Example 1. Jack Sage, an attorney who
used the cash method of accounting, died in
1994. At the time of his death, he was entitled
to receive $12,000 from clients for his services
and he had accrued bond interest of $8,000,
for a total income in respect of the decedent of
$20,000. He also owed $5,000 for business
expenses for which his estate was liable. The
income and expenses were reported on Jack’s
estate tax return.

The tax on Jack’s estate was $9,460 after
credits. The net value of the items included as
income in respect of the decedent is $15,000
($20,000 minus $5,000). The estate tax deter-
mined without including the $15,000 in the tax-
able estate is $4,840, after credits. Therefore,
$4,620 ($9,460 minus $4,840) is the estate tax
that qualifies for the deduction.

Recipient’s deductible part. Figure the
recipient’s part of the deductible estate tax by
dividing the estate tax value of the items of in-
come in respect of the decedent included in
the recipient’s gross income (the numerator)
by the total value of all items included in the es-
tate that represents income in respect of the

decedent (the denominator). If the amount in-
cluded in the recipient’s gross income is less
than the estate tax value of such item, use the
lesser amount in the numerator.

Example 2. As the beneficiary of Jack’s
estate (Example 1, above), you collect the
$12,000 accounts receivable from the clients
during 1994. You will include this amount in
your gross income for 1994. If you itemize your
deductions for 1994, you can claim an estate
tax deduction of $2,772 determined as follows:

Value included in yourincome  Estate tax
Total value of income in x qualifying
respect of decedent for deduction

$12.000 x$a,620 =$2,772

If the amount you collected for the ac-
counts receivable was more than $12,000,
you would still claim $2,772 as an estate tax
deduction because only the $12,000 actually
reported on the estate tax return can be used
in the above computation. However, if you col-
lected less than the $12,000 reported on the
estate tax return, use the smaller amount to
determine the estate tax deduction.

Estates. The estate tax deduction allowed an
estate is figured in the same manner as just
discussed. However, any income in respect of
a decedent received by the estate during the
tax year is reduced by any such income that is
properly paid, credited, or required to be dis-
tributed by the estate to a beneficiary. The
beneficiary would include such distributed in-
come in respect of a decedent for figuring the
beneficiary’s deduction.

Surviving annuitants. For the estate tax de-
duction, an annuity received by a surviving an-
nuitant under a joint and survivor annuity con-
tract is considered income in respect of a
decedent. The deceased annuitant must have
died after the annuity starting date. You must
make a special computation to figure the es-
tate tax deduction for the surviving annuitant.
See the Income Tax Regulations under Sec-
tion 1.691(d)-1.

Gifts, Insurance,
and Inheritances

Property received as a gift, bequest, or inheri-
tance is not included in your income. But if
property you receive in this manner later pro-
duces income, such as interest, dividends, or
rentals, that income is taxable to you. The in-
come from property donated to a trust that is
paid, credited, or distributed to you is taxable
income to you. If the gift, bequest, or inheri-
tance is the income from property, that income
is taxable to you.

If you receive property from a decedent’s
estate in satisfaction of your right to the in-
come of the estate, itis treated as a bequest or
inheritance of income from property. See Dis-
tributions to Beneficiaries From an Estate,
later.



Insurance

The proceeds from a decedent’s life insurance
policy paid by reason of his or her death are
generally excluded from income. The exclu-
sion applies to any beneficiary, whether a fam-
ily member or other individual, a corporation,
or a partnership.

Life insurance proceeds. Life insurance
proceeds paid because of the death of the in-
sured (or because the insured is a member of
the U.S. uniformed services who is missing in
action) are not taxable unless the policy was
transferred to you for a valuable considera-
tion. This rule also applies to benefits that are
paid because of the death of the insured under
accident, health, and variable life insurance
policies and endowment contracts. However,
if the proceeds are received in installments,
see the discussion under Insurance received
in installments, below.

Veterans’ insurance proceeds. Veterans’
insurance proceeds and dividends are not tax-
able either to the veteran or to the
beneficiaries.

Interest on dividends left on deposit with
the Department of Veterans Affairs is not
taxable.

Insurance received in installments. If, be-
cause of the death of the insured, you will re-
ceive life insurance proceeds in installments,
you can exclude a part of each installment
from your income.

The part of each installment you can ex-
clude is the amount held by the insurance
company (generally, the total lump sum paya-
ble at the insured’s death) divided by the num-
ber of periods in which the installments are to
be paid. Amounts received in excess of the ex-
cludable part must be included in your income
as interestincome.

Specified number of installments. If you
will receive a specified number of installments
under the insurance contract, determine the
part of each installment that you can exclude
by dividing the amount held by the insurance
company by the number of installments to
which you are entitled. A secondary benefici-
ary, in case you die before you receive all of
the installments, is entitled to the same
exclusion.

Example. As beneficiary, you choose to
receive $40,000 of life insurance proceeds in
10 annual installments of $6,000. Each year,
you can exclude from your gross income
$4,000 ($40,000 + 10) as a return of principal.
The balance of the installment, $2,000, is tax-
able as interest income.

Specified amount payable. If each in-
stallment you receive under the insurance
contract is a specific amount based on a guar-
anteed rate of interest, but the number of in-
stallments you will receive is uncertain, the
part of each installment that you can exclude
is the amount held by the insurance company
divided by the number of installments neces-
sary to use up the principal and guaranteed in-
terest in the contract.

Example. The face amount of the policy is
$150,000 and as beneficiary you choose to re-
ceive monthly installments of $1,250. The in-
surer’s settlement option guarantees you this
payment for 240 months based on a guaran-
teed rate of interest. It also provides that inter-
est in excess of the guarantee may be credited
to the principal balance according to the insur-
er's earnings. The excludable part of each
guaranteed installment is $625 ($150,000 +
240), or $7,500 for an entire year. The balance
of each guaranteed installment, $625 (or
$7,500 for a year), is income to you. The full
amount of any additional payment for interest
in excess of the guarantee is income to you.

Installments for life. If, as the beneficiary
under an insurance contract, you will receive
the proceeds in installments for the rest of
your life without a refund or certain guaran-
teed period, the part of each annual install-
ment that you can exclude is the amount held
by the insurance company, divided by your life
expectancy. If the contract provides for a re-
fund or guaranteed payments, the amount
held by the insurance company for this calcu-
lation is reduced by the actuarial value of the
refund or the guaranteed payments.

Example. As beneficiary, you choose to
receive the $50,000 proceeds from a life insur-
ance contract under a “life-income-with-cash-
refund option.” You are guaranteed $2,700 a
year for the rest of your life (which is estimated
by use of mortality tables to be 25 years from
the insured’s death). The actuarial value of the
refund feature is $9,000. The amount held by
the insurance company, reduced by the value
of the guarantee, is $41,000 ($50,000 minus
$9,000) and the excludable part of each in-
stallment representing a return of principal is
$1,640 ($41,000 + 25). The remaining $1,060
($2,700 minus $1,640) is interest income to
you. If you should die before receiving the en-
tire $50,000, the refund payable to the refund
beneficiary is not taxable.

Interest option on insurance. If death pro-
ceeds of life insurance are left on deposit with
an insurance company under an agreement to
pay interest only, the interest paid or credited
to the beneficiary is taxable to the beneficiary.

Flexible premium contracts. A life insur-
ance contract (including any qualified addi-
tional benefits) is a flexible premium life insur-
ance contract if it provides for the payment of
one or more premiums that are not fixed by the
insurer as to both timing and amount. For con-
tracts issued before January 1, 1985, the pro-
ceeds paid because of the death of the in-
sured under a flexible premium contract will be
excluded from the recipient’s gross income
only if the contracts meet the requirements ex-
plained under section 101(f) of the Internal
Revenue Code.

Basis of Inherited Property

Your basis for property inherited from (or
passing from) a decedent is generally one of
the following:

1) The fair market value of the property at
the date of the individual’s death;

2) The fair market value on the alternate val-
uation date (discussed in Publication
448), if so elected by the personal repre-
sentative for the estate; or

3

~

The value under the special-use valuation
method for real property used in farming
or other closely held business (see Spe-
cial-use valuation, later), if so elected by
the personal representative.

Exception for appreciated property. If you
or your spouse gave appreciated property to
an individual during the 1-year period ending
on the date of that individual's death and you
(or your spouse) later acquired the same prop-
erty from the decedent, your basis in the prop-
erty is the same as the decedent’s adjusted
basis immediately before death.

Appreciated property. Appreciated prop-
erty is property with a fair market value greater
than its adjusted basis on the day it was trans-
ferred to the decedent.

Special-use valuation. If you are a qualified
heir and you receive a farm or other closely
held business real property from the estate
for which the personal representative elected
special-use valuation, your basis is the value
of the property on the basis of its actual use
rather than its fair market value.

If you are a qualified heir and you buy spe-
cial-use valuation property from the estate,
your basis is the estate’s basis (determined
under the special-use valuation method) im-
mediately before your purchase.

You are a qualified heir if you are an an-
cestor (parent, grandparent, etc.), the spouse,
or a lineal descendant (child, grandchild, etc.)
of the decedent, a lineal descendant of the de-
cedent’s parent or spouse, or the spouse of
any of these lineal descendants.

Increased basis for special-use valua-
tion property. Under certain conditions,
some or all of the estate tax benefits obtained
by using special-use valuation will be subject
to recapture. If you must pay any additional
estate (recapture) tax, you can elect to in-
crease your basis in the special-use valuation
property to its fair market value on the date of
the decedent’s death (or on the alternate valu-
ation date, if the personal representative so
elected).

If you elect to increase your basis, you
must pay interest on the recapture tax for the
period from the date 9 months after the dece-
dent’s death until the date you pay the recap-
ture tax.

For more information on special-use valua-
tion and the recapture tax, get Publication
448.

Joint interest. Figure the surviving tenant’s
new basis of property jointly owned (joint ten-
ancy or tenancy by the entirety) by adding the
surviving tenant’s original basis in the property
to the value of the part of the property (one of
the three values described earlier) included in
the decedent’s estate. Subtract from the sum
any deductions for wear and tear, such as de-
preciation or depletion, allowed to the surviv-
ing tenant on that property.
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Example. Fred and Anne Maple (brother
and sister) owned, as joint tenants with right of
survivorship, rental property they purchased
for $60,000. Anne paid $15,000 of the
purchase price and Fred paid $45,000. Under
local law, each had a half interest in the in-
come from the property. When Fred died, the
fair market value of the property was
$100,000. Depreciation deductions allowed
before Fred’s death were $20,000. Anne’s ba-
sis in the property is $80,000 figured as
follows:

Anne’s original basis ......... $15,000
Interest acquired from Fred (%

of $100,000) ............... 75,000 $90,000
Minus: % of $20,000 depreciation ........ 10,000
Anne’sbasis ... $80,000

Qualified joint interest. One-half of the value
of property (one of the three values described
earlier) owned by a decedent and spouse as
tenants by the entirety, or as joint tenants with
right of survivorship if the decedent and
spouse are the only joint tenants, is included in
the decedent’s gross estate. This is true re-
gardless of how much each contributed toward
the purchase price.

Figure the basis for a surviving spouse by
adding one-half of the property’s cost basis to
the value included in the gross estate. Subtract
from this sum any deductions for wear and
tear, such as depreciation or depletion, al-
lowed on that property to the surviving spouse.

Example. Dan and Diane Gilbert owned,
as tenants by the entirety, rental property they
purchased for $60,000. Dan paid $15,000 of
the purchase price and Diane paid $45,000.
Under local law, each had a half interest in the
income from the property. When Diane died,
the fair market value of the property was
$100,000. Depreciation deductions allowed
before Diane’s death were $20,000. Dan’s ba-
sis in the property is $70,000 figured as
follows:

One-half of cost basis (% of

$60,000) ....iiiiiiiiiiinn. $30,000
Interest acquired from Diane (%

of $100,000) ................ 50,000 $80,000
Minus: % of $20,000 depreciation ......... 10,000

Dan'sbasis .........oeiiiiiiiiii $70,000

For more information about determining
basis and adjusted basis in property, get Publi-
cation 551, Basis of Assets.

Community property state. If you and
your spouse lived in a community property
state, get Publication 551 for a discussion on
figuring the basis of your community property
after your spouse’s death.

Depreciation. If you can depreciate property
you inherited, you generally must use the mod-
ified accelerated cost recovery system
(MACRS) to determine depreciation.

For joint interests and qualified joint inter-
ests, you must make two computations to de-
termine depreciation: one for your original ba-
sis in the property and another for the inherited
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part of the property. Continue depreciating
your original basis under the same method you
had used in previous years. Depreciate the in-
herited part using MACRS.

For more information on MACRS get Publi-
cation 534, Depreciation and Publication 946,
How To Begin Depreciating Your Property.

Substantial valuation misstatement. If the
value or adjusted basis of any property
claimed on an income tax return is 200% or
more of the amount determined to be the cor-
rect amount, there is a substantial valuation
misstatement. If this misstatement results in
an underpayment of tax in excess of $5,000,
an addition to tax of 20% of the underpayment
can apply. The penalty increases to 40% if the
value or adjusted basis is 400% or more of the
amount determined to be the correct amount.
If the value shown on the estate tax return is
overstated and you use that value as your ba-
sis in the inherited property, you could be liable
for the addition to tax.

The IRS may waive all or part of the addi-
tion to tax if you have a reasonable basis for
the claimed value. The fact that the adjusted
basis on your income tax return is the same as
the value on the estate tax return is not enough
to show that you had a reasonable basis to
claim the valuation.

Holding period. If you inherited property that
is a capital asset and sell or dispose of it within
1 year after the decedent’s death, you are con-
sidered to have held it for more than 1 year.
Therefore, you would have a long-term capital
gain or loss.

Property distributed in kind. Your basis in
property distributed in kind by a decedent’s es-
tate is the same as the estate’s basis immedi-
ately before the distribution plus any gain, or
minus any loss, recognized by the estate.
Property is distributed in kind if it satisfies your
right to receive another property or amount,
such as the income of the estate or a specific
dollar amount. Property distributed in kind
generally includes any noncash property you
receive from the estate other than:

1) A specific bequest (unless required to be
distributed in more than three install-
ments), or

2) Real property, the title to which passes di-
rectly to you under local law.

For information on an estate’s recognized gain
or loss on distributions in kind, see Income To
Include under Income Tax Return of an Es-
tate—Form 1041, later.

Death Benefit Exclusion

Beneficiaries (or the estate) of a deceased em-
ployee qualify for the death benefit exclusion
on employers’ payments made because of an
employee’s (or, in some cases, a former em-
ployee’s) death. The term “employee’ in-
cludes a self-employed individual if the
amounts are paid by a qualified trust or under
a qualified plan.

The amount excluded from income with re-
spect to any deceased employee cannot ex-
ceed $5,000 regardless of the number of em-
ployers or the number of beneficiaries. The
exclusion applies whether there are one or
more payments.

Example. Samuel Wilson was an officer in
a corporation at the time of his death in Janu-
ary. The board of directors voted to pay Sam’s
salary for the rest of the year to his widow in
consideration of his past services. During the
year, the corporation paid Mrs. Wilson a total
of $38,000. The first $5,000 she received is ex-
cludable from her income, but she must in-
clude the balance of $33,000 on line 21, Form
1040.

If an annuity is paid. If an annuity is paid,
add the death benefit exclusion amount to the
cost of the annuity at the annuity starting date.
You recover the cost tax-free from the annuity
payments using the General Rule or the Sim-
plified General Rule. For more information,
get Publication 575, Pension and Annuity In-
come (Including Simplified General Rule) and
Publication 939, Pension General Rule (Non-
simplified Method).

If you are the surviving annuitant under a
joint and survivor annuity, you will not qualify
for the death benefit exclusion if the deceased
employee had retired and received any annu-
ity payments or was entitled to such payments
but died before receiving them. However, if
you are the survivor of a disability retiree, you
may qualify for the exclusion. Get Publication
575.

Death benefit for public safety officers. The
death benefit payable to surviving dependents
of public safety officers (law enforcement of-
ficers or firefighters) who die as a result of inju-
ries sustained in the line of duty is not included
in either the beneficiaries’ income or the dece-
dent’'s gross estate. It is not subject to the
$5,000 exclusion limit for other death benefits.
The benefit is administered through the Bu-
reau of Justice Assistance (BJA).

The BJA can pay the surviving dependents
an interim benefit up to $3,000 if it determines
that a public safety officer’s death is one for
which a benefit will probably be paid. If there is
no final payment, the recipient of the interim
benefit is liable for repayment. However, the
BJA may waive all or part of the repayment if it
will cause a hardship. If all or part of the repay-
ment is waived, that amount is not included in
gross income.

Other Items of Income

Some other items of income that you, as a sur-
vivor or beneficiary, may receive are dis-
cussed below. Lump-sum payments you re-
ceive as the surviving spouse or beneficiary of
a deceased employee may represent accrued
salary payments; distributions from employee
profit-sharing, pension, annuity, and stock bo-
nus plans; or other items that should be
treated separately for tax purposes. The treat-
ment of these lump-sum payments depends
on what the payments represent.



Salary or wages. Salary or wages paid after
the employee’s death are usually taxable in-
come to the beneficiary. See Wages, earlier,
under Specific Types of Income in Respect of
a Decedent.

Lump-sum distributions. You may be able
to choose optional methods to figure the tax on
lump-sum distributions from qualified em-
ployee retirement plans. For more information,
get Publication 575.

Pensions and annuities. For beneficiaries of
deceased employees who receive pensions
and annuities, get Publication 575. For benefi-
ciaries of federal Civil Service employees, get
Publication 721, Tax Guide to U.S. Civil Ser-
vice Retirement Benefits.

Inherited IRAs. If a person other than the de-
cedent’s spouse inherits an IRA, that person
cannot treat the IRA as one established on his
or her behalf. Any IRA distribution attributable
to contributions that were deducted and earn-
ings and gains in the IRA is fully taxable in-
come. If there were nondeductible contribu-
tions, an allocation between taxable and
nontaxable income must be made. (See Inher-
ited IRAs, under Income in Respect of the De-
cedent, earlier, and Publication 590, Individual
Retirement Arrangements (IRAs). The IRA
cannot be rolled over into, or receive a rollover
from, another IRA. No deduction is allowed for
amounts paid into that inherited IRA. For more
information on IRAs, get Publication 590.

Estate income. Estates may have to pay fed-
eral income tax. Beneficiaries may have to pay
tax on their share of estate income. However,
there is never a double tax. See Distributions
to Beneficiaries From an Estate, later.

Income Tax Return
of an Estate—
Form 1041

An estate is a taxable entity separate from the
decedent and comes into being with the death
of the individual. It exists until the final distribu-
tion of its assets to the heirs and other benefi-
ciaries. The income earned by the assets dur-
ing this period must be reported by the estate
under the conditions described in this publica-
tion. The tax generally is figured in the same
manner and on the same basis as for individu-
als, with certain differences in the computation
of deductions and credits, as explained later.

The estate’s income, like an individual’s in-
come, must be reported annually on either a
calendar or fiscal year basis. As the personal
representative, you choose the estate’s ac-
counting period when you file its first Form
1041, U.S. Income Tax Return for Estates and
Trusts. The estate’s first tax year can be any
period that ends on the last day of a month and
that does not exceed 12 months.

Once you choose the tax year, you cannot
change it without the permission of the IRS.
Also, on the first income tax return, you must

choose the accounting method (cash, accrual,
or other) you will use to report the estate’s in-
come. Once you have used a method, you or-
dinarily cannot change it without the consent of
the IRS. For a more complete discussion of ac-
counting periods and methods, get Publication
538, Accounting Periods and Methods.

Filing Requirements

Every domestic estate with gross income of
$600 or more during a tax year must file a
Form 1041. If one or more of the beneficiaries
of the domestic estate are nonresident alien in-
dividuals, the personal representative must file
Form 1041, even if the gross income of the es-
tate is less than $600.

A fiduciary for a nonresident alien estate
with U.S. source income, including any income
that is effectively connected with the conduct
of a trade or business in the United States,
must file Form 1040NR, U.S. Nonresident
Alien Income Tax Return, as the income tax
return of the estate.

A nonresident alien who was a resident of
Puerto Rico, Guam, American Samoa, or the
Commonwealth of the Northern Mariana Is-
lands for the entire tax year will, for this pur-
pose, be treated as a resident alien of the
United States.

Schedule K-1 (Form 1041)

As personal representative, you must file a
separate Schedule K-1 (Form 1041), or an ac-
ceptable substitute (described below), for
each beneficiary. File these schedules with
Form 1041. You must show each beneficiary’s
taxpayer identification number. A $50 penalty
is charged for each failure to provide the identi-
fying number of each beneficiary unless rea-
sonable cause is established for not providing
it. When you assume your duties as the per-
sonal representative, you must request each
beneficiary to give you the taxpayer identifica-
tion number. However, it is not required of a
nonresident alien beneficiary who is not en-
gaged in a trade or business within the United
States or of an executor or administrator of the
estate unless that person is also a beneficiary.

As personal representative, you must also
furnish a Schedule K-1 (Form 1041), or a sub-
stitute, to the beneficiary on or before the date
on which the Form 1041 is filed. Failure to pro-
vide this payee statement can result in a pen-
alty of $50 for each failure. This penalty also
applies if you omit information or include incor-
rect information on the payee statement.

You do not need prior approval for a sub-
stitute Schedule K-1 (Form 1041) that is an
exact copy of the official schedule or that fol-
lows the specifications in Publication 1167,
Substitute Printed, Computer-Prepared, and
Computer-Generated Tax Forms and Sched-
ules. You must have prior approval for any
other substitute Schedule K-1 (Form 1041).

Beneficiaries. The personal representative
has a fiduciary responsibility to the ultimate re-
cipients of the income and the property of the
estate. While the courts use a number of
names to designate specific types of benefi-
ciaries or the recipients of various types of

property, it is sufficient in this publication to call
all of them beneficiaries.

Liability of the beneficiary. The income
tax liability of an estate attaches to the assets
of the estate. If the income is distributed or re-
quired to be distributed during the current tax
year, itis reportable by each beneficiary on his
or her individual income tax return. If the in-
come is not required to be distributed, and is
not distributed but is retained by the estate, the
income tax on the income is payable by the es-
tate. If the income is distributed later without
the payment of the taxes due, the beneficiary
can be liable for tax due and unpaid, to the ex-
tent of the value of the estate assets received.

Income of the estate is taxed to either the
estate or the beneficiary, and not to both.

Nonresident alien beneficiary. As aresi-
dent or domestic fiduciary, in addition to filing
Form 1041, you must file the return and pay
the tax that may be due from a nonresident
alien beneficiary. Depending upon a number
of factors, you may or may not have to file
Form 1040NR. For more information, get Pub-
lication 519, U.S. Tax Guide for Aliens.

You are not required to file the nonresident
alien’s return and to pay the tax if that benefici-
ary has appointed an agent in the United
States to file a federal income tax return. How-
ever, you must attach to the estate’s return
(Form 1041) a copy of the document that ap-
points the beneficiary’s agent. You also must
file Form 1042, Annual Withholding Tax Re-
turn for U.S. Source Income of Foreign Per-
sons, in connection with income tax to be paid
at the source on certain payments to nonresi-
dent aliens.

Amended Return

If you have to file an amended Form 1041, use
a copy of the form for the appropriate year and
check the “Amended return” box. Complete
the entire return, correct the appropriate lines
with the new information, and refigure the tax
liability. On an attached sheet, explain the rea-
son for the changes and identify the lines and
amounts being changed.

If the amended return results in a change to
income, or a change in distribution of any in-
come or other information provided to a benefi-
ciary, you must file an amended Schedule K-1
(Form 1041) and give a copy to each benefici-
ary. Check the “Amended K-1" box at top of
Schedule K-1.

Information Returns

Even though you may not have to file an in-
come tax return for the estate, you may have
to file Form 1099-DIV, Dividends and Distribu-
tions, Form 1099—INT, Interest Income, or
Form 1099-MISC, Other Income. These infor-
mation returns must be filed by any person
who receives dividends, interest, or royalties
as a nominee or middleman for another person
and makes payments to that other person to-
taling $10 or more during a calendar year. The
forms, together with the transmittal Form
1096, must be filed not later than February 28,
following the end of the calendar year during
which the payments are made.
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You will not have to file information returns
for the estate if the estate is the record owner
and you file an income tax return for the estate
on Form 1041 giving the name, address, and
identifying number of each actual owner and
furnish a completed Schedule K-1 (Form
1041) to each actual owner.

Penalty. A penalty of up to $50 can be
charged for each failure to file or failure to in-
clude correct information on an information re-
turn. (Failure to include correct information in-
cludes failure to include all the information
required and inclusion of incorrect informa-
tion.) If itis shown that such failure is due to in-
tentional disregard of the filing requirement,
the penalty amount increases.

See the Instructions for Forms 1099, 1098,
5498, and W-2G for more information.

Two or More
Personal Representatives

If property is located outside the state in which
the decedent’s home was located, more than
one personal representative may be desig-
nated by the will or appointed by the court. The
person designated or appointed to administer
the estate in the state of the decedent’s per-
manent home is called the domiciliary repre-
sentative. The person designated or ap-
pointed to administer property in a state other
than that of the decedent’s permanent home is
called an ancillary representative.

Separate Forms 1041. Each representative
must file a separate Form 1041. The domicili-
ary representative must include the estate’s
entire income in the return. The ancillary repre-
sentative files with the appropriate IRS office
for the ancillary’s location. The ancillary repre-
sentative should provide the following informa-
tion on the return:

1) The name and address of the domiciliary
representative;

2) The amount of gross income received by
the ancillary representative; and

3) The deductions claimed against that in-
come (including any income properly paid
or credited by the ancillary representative
to a beneficiary).

Estate of a nonresident alien. If the es-
tate of a nonresident alien has a nonresident
alien domiciliary representative and an ancil-
lary representative who is a citizen or a resi-
dent of the United States, the ancillary repre-
sentative, in addition to filing a Form 1040NR
to provide the information described in the pre-
ceding paragraph, must also file the return that
the domiciliary representative otherwise would
have to file.

Copy of the Will

You do not have to file a copy of the dece-
dent’s will unless requested by the IRS. If re-
quested, you must attach a statement to it indi-
cating the provisions that, in your opinion,
determine how much of the estate’s income is
taxable to the estate or to the beneficiaries.
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You should also attach a statement signed by
you under penalties of perjury that the will is a
true and complete copy.

Income To Include

The estate’s taxable income generally is fig-
ured the same way as an individual's income,
except as explained in the following
discussions.

Gross income of an estate consists of all
items of income received or accrued during the
tax year. It includes dividends, interest, rents,
royalties, gain from the sale of property, and
income from business, partnerships, trusts,
and any other sources. For a discussion on in-
come from dividends, interest, and other in-
vestment income and also gains and losses
from the sale of investment property, get Publi-
cation 550. For a discussion on gains and
losses from the sale of other property, includ-
ing business property, get Publication 544,
Sales and Other Dispositions of Assets.

If, as the personal representative, your du-
ties include the operation of the decedent’s
business, get Publication 334, Tax Guide for
Small Business. This comprehensive publica-
tion explains the income, excise, and employ-
ment tax laws that apply to a business.

Income in respect of the decedent. As the
personal representative of the estate, you may
receive income that the decedent would have
reported had death not occurred. For an expla-
nation of this income, see Income in Respect
of the Decedent under Other Tax Information,
earlier. An estate may qualify to claim a deduc-
tion for estate taxes if the estate must include
in gross income for any tax year an amount of
income in respect of a decedent. See Estate
Tax Deduction, earlier under Other Tax Infor-
mation and its discussion Deductions in Re-
spect of the Decedent.

Gain (or loss) from sale of property. During
the administration of the estate, you may find it
necessary or desirable to sell all or part of the
estate’s assets to pay debts and expenses of
administration, or to make proper distributions
of the assets to the beneficiaries. While you
may have the legal authority to dispose of the
property, title to it may be vested (given a legal
interest in the property) in one or more of the
beneficiaries. This is usually true of real prop-
erty. Therefore, to determine whether any gain
or loss is reportable by the estate or by the
beneficiaries, consult local law to determine
the legal owner.

Redemption of stock to pay death taxes.
Under certain conditions, a distribution to a
shareholder (including the estate) in redemp-
tion of stock that was included in the dece-
dent’s gross estate may be allowed capital
gain (or loss) treatment.

For more information, get Publication 448.

Character of asset. The character of an
asset in the hands of an estate determines
whether gain or loss on its sale or other dispo-
sition is capital or ordinary. The asset’s char-
acter depends on how the estate holds or uses
it. If it was a capital asset to the decedent, it
generally will be a capital asset to the estate. If

it was land or depreciable property used in the
decedent’s business and the estate continues
the business, it generally will have the same
character to the estate that it had in the dece-
dent’s hands. If it was held by the decedent for
sale to customers, it generally will be consid-
ered to be held for sale to customers by the es-
tate if the decedent’s business continues to
operate during the administration of the estate.

Holding period. An estate (or other recipi-
ent) that acquires a capital asset from a dece-
dent and sells or otherwise disposes of it within
1 year of the decedent’s death is considered to
have held that asset for the required long-term
holding period of more than 1 year.

Basis of asset. The basis used to figure
gain or loss for property the estate receives
from the decedent usually is its fair market
value at the date of death, or at the alternate
valuation date, if elected. Also see Special-use
valuation in the discussion Basis of Inherited
Property under Other Tax Information, earlier.

If the estate purchases property after the
decedent’s death, the basis generally will be
its cost.

The basis of certain appreciated property
the estate receives from the decedent will be
the decedent’s adjusted basis in the property
immediately before death. This applies if the
property was acquired by the decedent as a
gift during the 1—year period before death, the
property’s fair market value on the date of the
gift was greater than the donor’s adjusted ba-
sis, and the proceeds of the sale of the prop-
erty are distributed to the donor (or the donor’s
spouse).

Schedule D (Form 1041). To report gains
(and losses) from the sale or exchange of capi-
tal assets by the estate, file Schedule D (Form
1041) with Form 1041. For additional informa-
tion about the treatment of capital gains and
losses, get the instructions for Schedule D.

Installment obligations. If an installment ob-
ligation owned by the decedent is transferred
by the estate to the obligor (buyer or person
obligated to pay) or is canceled at death, in-
clude the income from that event in the gross
income of the estate. See Installment obliga-
tions under Income in Respect of the Dece-
dentin the Other Tax Information section, ear-
lier. Get Publication 537, for information on
installment sales.

Gain from sale of special-use valuation
property. If you elected special-use valuation
for farm or other closely held business real
property and that property is sold to a quali-
fied heir, the estate will recognize gain on the
sale to the extent the fair market value on the
date of the sale exceeds the fair market value
on the date of the decedent’s death (or on the
alternate valuation date if it was elected).

Qualified heirs. Qualified heirs include
the decedent’s ancestors (parents, grandpar-
ents, etc.) and spouse, the decedent’s lineal
descendants (children, grandchildren, etc.)
and their spouses, and lineal descendants
(and their spouses) of the decedent’s parents
or spouse.

For more information, on special-use valu-
ation, get Publication 448.



Gain from transfer of property to a political
organization. Appreciated property that is
transferred to a political organization is treated
as sold by the estate. Appreciated property is
property that has a fair market value (on the
date of the transfer) greater than the estate’s
basis. The gain recognized is the difference
between the estate’s basis and the fair market
value on the date transferred.

A political organization is any party, com-
mittee, association, fund, or other organization
formed and operated to accept contributions
or make expenditures for influencing the nomi-
nation, election, or appointment of an individ-
ual to any federal, state, or local public office.

Gain or loss on distributions in kind. Anes-
tate recognizes gain or loss on a distribution of
property in kind to a beneficiary only in the fol-
lowing situations:

1) The distribution satisfies the beneficiary’s
right to receive either—

a) A specific dollar amount (whether paya-
ble in cash, in unspecified property, or
in both), or

b) A specific property other than the prop-
erty distributed.

2) You choose to recognize the gain or loss
on the estate’s income tax return.

The gain or loss is usually the difference be-
tween the fair market value of the property
when distributed and the estate’s basis in the
property. But see Gain from sale of special-
use valuation property, earlier, for a limit on the
gain recognized on a transfer of such property
to a qualified heir.

If you choose to recognize gain or loss, the
choice applies to all noncash distributions dur-
ing the tax year except charitable distributions
and specific bequests. To make the choice, re-
port the gain or loss on a Schedule D (Form
1041) attached to the estate’'s Form 1041 and
check the Yes box on line 7 in the Other Infor-
mation section of Form 1041. You must make
the choice by the due date (including exten-
sions) of the estate’s income tax return for the
year of distribution. You must get the consent
of the IRS to revoke the choice.

For more information, see Property distrib-
uted in kind under Distributions Deduction,
later.

Exemption
and Deductions

In figuring taxable income, an estate is gener-
ally allowed the same deductions as an indi-
vidual. Special rules, however, apply to some
deductions for an estate. This section includes
discussions of those deductions affected by
the special rules.

Exemption Deduction

An estate is allowed an exemption deduction
of $600 in figuring its taxable income. No ex-
emption for dependents is allowed to an es-
tate. Even though the first return of an estate
may be for a period of less than 12 months, the
exemption is $600. If, however, the estate was

given permission to change its accounting pe-
riod, the exemption is $50 for each month of
the short year.

Contributions

An estate quallifies for a deduction for amounts
of gross income paid or permanently set aside
for qualified charitable organizations. The ad-
justed gross income limitations for individuals
do not apply. However, to be deductible by an
estate, the contribution must be specifically
provided for in the decedent’s will. If there is no
will, or if the will makes no provision for the
payment to a charitable organization, then a
deduction will not be allowed even though all
of the beneficiaries may agree to the gift.

Contributions from exempt income. You
cannot deduct any contribution from income
that is not included in the estate’s gross in-
come. If the will specifically provides that the
contributions are to be paid out of the estate’s
gross income, the contributions are fully de-
ductible. However, if the will contains no spe-
cific provisions, the contributions are consid-
ered to have been paid and are deductible in
the same proportion as the gross income
bears to the total of all classes of income.

For more information on contributions, get
Publication 526, Charitable Contributions, and
Publication 561, Determining the Value of
Donated Property.

Losses

Generally, an estate can claim a deduction for
aloss that it sustains upon the sale of property.
If an estate sustains a loss from the sale of
property (other than stock) to a personal repre-
sentative or beneficiary of such estate, it also
can claim a loss deduction. For a discussion of
an estate’s recognized loss on a distribution of
property in kind to a beneficiary, see Income
To Include, earlier.

Net operating loss deduction. An estate can
claim a net operating loss deduction, figured in
the same way as by an individual, except that it
cannot deduct any distributions to benefi-
ciaries (discussed later) or the deduction for
charitable contributions in figuring the loss or
the loss carryover. For a discussion of the car-
ryover of an unused net operating loss to a
beneficiary upon termination of the estate, see
Termination of Estate, later, and get Publica-
tion 536, Net Operating Losses.

Casualty and theft losses. Losses incurred
for casualty and theft during the administration
of the estate can be deducted only if they have
not been claimed on the federal estate tax re-
turn (Form 706). You must file a statement with
the estate’s income tax return waiving the de-
duction for estate tax purposes. See Adminis-
tration Expenses, below.

The same rules that apply to individuals ap-
ply to the estate, except that in figuring the ad-
justed gross income of the estate used to de-
termine the deductible loss, you deduct any
administration expenses claimed. Get Form
4684, Casualties and Thefts, and its instruc-
tions to determine any loss deduction.

Carryover losses. Carryover losses resulting
from net operating losses or capital losses
sustained by the decedent before death can-
not be deducted on the estate’s income tax
return.

Administration Expenses

Expenses of administering an estate can be
deducted either from the gross estate in figur-
ing the federal estate tax (Form 706) or from
the estate’s gross income in figuring the es-
tate’s income tax (Form 1041). However,
these expenses cannot be claimed for both
estate tax and income tax purposes. In most
cases, this rule also applies to expenses in-
curred in the sale of property by an estate (not
as a dealer).

To prevent a double deduction, amounts
otherwise allowable in figuring the decedent’s
taxable estate for federal estate tax (Form
706) will not be allowed as a deduction in figur-
ing the income tax of the estate or of any other
person, unless the personal representative
files a statement, in duplicate, that the items of
expense, as listed in the statement, have not
been claimed as deductions for federal estate
tax purposes and that all rights to claim such
deductions are waived. One deduction or part
of a deduction can be claimed for income tax
purposes if the appropriate statement is filed,
while another deduction or part is claimed for
estate tax purposes. Claiming a deduction in
figuring the estate income tax is not prevented
when the same deduction is claimed on the es-
tate tax return, so long as the estate tax deduc-
tion is not finally allowed and the preceding
statement is filed. The statement can be filed
at any time before the expiration of the statute
of limitations that applies to the tax year for
which the deduction is sought. This waiver pro-
cedure also applies to casualty losses incurred
during administration of the estate.

Accrued expenses. The rules preventing
double deductions do not apply to deductions
for taxes, interest, business expenses, and
other items accrued at the date of death.
These expenses are allowable as a deduction
for estate tax purposes as claims against the
estate and also are allowable as deductions in
respect of a decedent for income tax pur-
poses. Deductions for interest, business ex-
penses, and other items not accrued at the
date of the decedent’s death are allowable
only as a deduction for administration ex-
penses for both estate and income tax pur-
poses and, therefore, do not qualify for a
double deduction.

Expenses allocable to tax-exempt income.
When figuring the estate’s taxable income
(Form 1041), you cannot deduct administra-
tion expenses allocable to any of the estate’s
tax-exempt income. However, you can deduct
these administration expenses when figuring
the taxable estate for federal estate tax pur-
poses (Form 706).
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Depreciation and Depletion

The allowable deductions for depreciation and
depletion that accrue after the decedent’s
death must be apportioned between the estate
and the beneficiaries, depending upon the in-
come of the estate that is allocable to each.

Example. In 1994, the decedent’s estate
realized $3,000 of business income during the
administration of the estate. The personal rep-
resentative distributed $1,000 of the income to
the decedent’s son Ned and $2,000 to another
son, Bill. The allowable depreciation on the
business property is $300. Ned can take a de-
duction of $100 (($1,000 + $3,000) x $300),
and Bill can take a deduction of $200 (($2,000
+$3,000) x $300).

Distributions Deduction

An estate is allowed a deduction for the tax
year for any income that must be distributed
currently and for other amounts that are prop-
erly paid or credited, or that must be distrib-
uted to beneficiaries. The deduction is limited
to the distributable net income of the estate.
For special rules that apply in figuring the
estate’s distribution deduction, see Special
Rules for Distributions under Distributions to
Beneficiaries From an Estate, later.

Distributable net income. Distributable net
income (determined on Schedule B of Form
1041) is the estate’s income available for dis-
tribution. It is the estate’s taxable income, with
the following modifications:

Distributions to beneficiaries. Distribu-
tions to beneficiaries are not deducted.

Estate tax deduction. The deduction for
estate tax attributable to income in respect of
the decedent is not allowed.

Exemption. No exemption deduction is
allowed.

Capital gains. Capital gains ordinarily are
not included in distributable net income. How-
ever, you include them in distributable net in-
come if:

1) The gainis allocated to income in the ac-
counts of the estate or by notice to the
beneficiaries, under the terms of the will
or by local law;

2

~

The gain is allocated to the corpus or prin-
cipal of the estate and is actually distrib-
uted to the beneficiaries during the tax
year;

3

~

The gain is used, under either the terms of
the will or the practice of the personal rep-
resentative, to determine the amount that

is distributed or required to be distributed;

or

4) Charitable contributions are made out of

capital gains.

=

Capital losses. Capital losses are ex-
cluded in figuring distributable net income un-
less they enter into the computation of any
capital gain distributed or required to be dis-
tributed during the year.

Tax-exempt interest. Tax-exempt inter-
est, including exempt-interest dividends,
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though excluded from the estate’s gross in-
come, is included in the distributable net in-
come, but is reduced by:

1) The expenses that were not allowed in
computing the estate’s taxable income
because they were attributable to tax-ex-
empt interest (see Expenses allocable to
tax-exempt income under Administration
Expenses, earlier); and

2

~

The part of the tax-exempt interest
deemed to have been used to make a
charitable contribution. See Contributions
from exempt income under Contributions,
earlier.

The total tax-exempt interest earned by an
estate must be shown in the Other Information
section of the Form 1041. The beneficiary’s
part of the tax-exempt interest is shown on the
Schedule K-1, Form 1041.

Income required to be distributed cur-
rently. The distributions deduction includes
any amount of income that, under the terms of
the decedent’s will or by reason of local law,
must be distributed currently. This includes an
amount that may be paid out of income or
corpus (such as an annuity) to the extent it is
paid out of income for the tax year. The deduc-
tion is allowed to the estate even if the per-
sonal representative does not make the distri-
bution until a later year or makes no
distribution until the final settlement and termi-
nation of the estate.

Support allowances. The distribution de-
duction includes any support allowance that,
under a court order or decree or local law, the
estate is required to pay the decedent’s surviv-
ing spouse or other dependent for a limited pe-
riod during administration of the estate. The al-
lowance is deductible as income required to be
distributed currently or as any other amount
paid, credited, or required to be distributed, as
discussed next.

Any other amount paid, credited, or re-
quired to be distributed. Any other amount
paid, credited, or required to be distributed is
allowed as a deduction to the estate only in the
year actually paid, credited, or distributed.
Thus, if there is no specific requirement by lo-
cal law or by the terms of the will that income
earned by the estate during administration be
distributed currently, a deduction for distribu-
tions to the beneficiaries will be allowed to the
estate, but only for the actual distributions dur-
ing the tax year.

If the personal representative has dis-
cretion. If the personal representative has
discretion as to when the income is distributed,
the deduction is allowed only in the year of
distribution.

Alimony and separate maintenance. Ali-
mony and separate maintenance payments
that must be included in the spouse or former
spouse’s income may be deducted as income
required to be distributed currently if they are
paid, credited, or distributed out of the income
of the estate for the tax year. That spouse or
former spouse is treated as a beneficiary.

Payment of beneficiary’s obligations. Any
payment made by the estate to satisfy a legal
obligation of any person is deductible as in-
come required to be distributed currently or as
any other amount paid, credited, or required to
be distributed. This includes a payment made
to satisfy the person’s obligation under local
law to support another person, such as the
person’s minor child. The person whose obli-
gation is satisfied is treated as a beneficiary of
the estate.

This does not apply to a payment made to
satisfy a person’s obligation to pay alimony or
separate maintenance.

The value of an interest in real estate. The
value of an interest in real estate owned by a
decedent, title to which passes directly to the
beneficiaries under local law, is not included
as any other amount paid, credited, or required
to be distributed.

Property distributed in kind. If an estate dis-
tributes property in kind, the estate’s deduction
ordinarily is the lesser of its basis in the prop-
erty or the property’s fair market value when
distributed. However, the deduction is the
property’s fair market value if the estate recog-
nizes gain on the distribution. See Gain or loss
on distributions in kind under Income To In-
clude, earlier.

Property is distributed in kind if it satisfies
the beneficiary’s right to receive another prop-
erty or amount, such as the income of the es-
tate or a specific dollar amount. It generally in-
cludes any noncash distribution other than:

1) A specific bequest (unless required to be
distributed in more than three install-
ments), or

2) Real property, the title to which passes di-
rectly to the beneficiary under local law.

Character of amounts distributed. If the de-
cedent’s will or local law does not provide for
the allocation of different classes of income,
you must treat the amount deductible for distri-
butions to beneficiaries as consisting of the
same proportion of each class of items enter-
ing into the computation of distributable net in-
come as the total of each class bears to the to-
tal distributable net income. For more
information about the character of distribu-
tions, see Character of Distributions under
Distributions to Beneficiaries From an Estate,
later.

Example. An estate has distributable net
income of $2,000, consisting of $1,000 of taxa-
ble interest and $1,000 of rental income. Distri-
butions to the beneficiary total $1,500. The dis-
tribution deduction consists of $750 of taxable
interest and $750 of rental income, unless the
will or local law provides a different allocation.

Limit on deduction for distributions. You
cannot deduct any amount of distributable net
income not included in the estate’s gross
income.



Example. An estate has distributable net
income of $2,000, consisting of $1,000 of divi-
dends and $1,000 of tax-exempt interest. Dis-
tributions to the beneficiaries are $1,500. Ex-
cept for this rule, the distribution deduction
would be $1,500 ($750 of dividends and $750
of tax-exempt interest). However, as the result
of this rule, the distribution deduction is limited
to $750, because no deduction is allowed for
the tax-exempt interest distributed.

Funeral and Medical Expenses

No deduction can be taken for funeral ex-
penses or medical and dental expenses on the
estate’s income tax return, Form 1041.

Funeral expenses. Funeral expenses paid
by the estate are not deductible in figuring the
estate’s taxable income (Form 1041). They
are deductible only for determining the taxable
estate for federal estate tax purposes (Form
706). For more information, get Publication
448.

Medical and dental expenses of a dece-
dent. The medical and dental expenses of a
decedent paid by the estate are not deductible
in figuring the estate’s taxable income (Form
1041). You can deduct them in computing the
taxable estate for federal estate tax purposes
(Form 706). If these expenses are paid within
the 1-year period beginning with the day after
the decedent’s death, you can elect to deduct
them on the decedent’s income tax return
(Form 1040) for the year in which they were in-
curred. See Exemptions and Deductions
under Final Return for Decedent, earlier.

Credits, Tax,

and Payments

This section includes brief discussions of
some of the tax credits, types of taxes that may
be owed, and estimated tax payments that are
reported on the income tax return of the estate,
Form 1041.

Credits

Estates generally are allowed the same tax
credits that are allowed to individuals. The
credits are generally allocated between the es-
tate and the beneficiaries. However, estates
are not allowed the credit for the elderly or the
disabled or the earned income credit dis-
cussed earlier under Final Return for
Decedent.

Foreign tax credit. Foreign tax credit is dis-
cussed in Publication 514, Foreign Tax Credit
for Individuals.

General business credit. The general busi-
ness credit is available to an estate that is in-
volved in a business. The credit is limited to the
estate’s tax liability and cannot exceed
$25,000 plus 75% of the tax liability that ex-
ceeds $25,000. However, this $25,000 must
be reduced to an amount that bears the same
ratio to $25,000 as the income that is not allo-
cated to beneficiaries bears to the total income
of the estate. The general business credit may

be limited if there is any tentative minimum tax
figured on line 37, Part Il of Schedule H (Form
1041).

Tax

An estate cannot use the Tax Table that ap-
plies to individuals. The Tax Rate Schedule to
use is in the instructions for Form 1041. Gen-
erally, you must pay the full income tax liability
when you file the return.

Maximum tax rate on capital gains. The
maximum 28% rate on net capital gains is fig-
ured in Part VI of Schedule D (Form 1041).
Complete Part VI if both lines 16 and 17, col-
umn (b), are net gains and the estate’s taxable
income (line 22, Form 1041) is more than
$3,600.

Alternative minimum tax (AMT). An estate
may be liable for the alternative minimum tax.
To figure the alternative minimum tax, use
Schedule H (Form 1041), Alternative Minimum
Tax. Certain credits may be limited by any
“tentative minimum tax” figured on line 37,
Part Il of Schedule H (Form 1041), even if
there is no alternative minimum tax liability.

If the estate takes a deduction for distribu-
tions to beneficiaries, complete Part | and Part
Il of Schedule H even if the estate does not
owe alternative minimum tax. Allocate the in-
come distribution deduction figured on a mini-
mum tax basis among the beneficiaries and re-
port each beneficiary’s share on Schedule K-1
(Form 1041). Also show each beneficiary’s
share of any adjustments or tax preference
items for depreciation, depletion, and
amortization.

For more information, get the instructions
to Form 1041.

Payments
The estate’s income tax liability must be paid
in full when the return is filed. You may be re-
quired to pay estimated tax, however, as ex-
plained next.

Estimated tax. Estates with tax years ending
2 or more years after the date of the dece-
dent’'s death must pay estimated tax in the
same manner as individuals.

If you must make estimated tax payments
for 1995, use Form 1041-ES, Estimated In-
come Tax for Estates and Trusts, to determine
the estimated tax to be paid.

Generally, you must pay estimated tax if
the estate is expected to owe, after subtracting
any withholding and credits, at least $500 in
tax for 1995. You will not, however, be re-
quired to pay estimated tax if you expect the
withholding and credits to be at least:

1) 90% of the tax to be shown on the 1995
return, or
2) 100% of the tax shown on the 1994 return

(assuming the return covered all 12
months).

The percentage in (2) above is 110% if the es-
tate’s 1994 adjusted gross income (AGI) was
$150,000 or more. To figure the estate’s AGl,
see the instructions for line 15b, Form 1041.

The general rule is that you must make
your first estimated tax payment by April 17,
1995. You can either pay all of your estimated
tax at that time or pay it in four equal amounts
that are due by April 17, 1995; June 15, 1995;
September 15, 1995; and January 16, 1996.

For exceptions to the general rule, get the in-
structions for Form 1041-ES and Publication
505.

If your return is on a fiscal year basis, your
due dates are the 15th day of the 4th, 6th, and
9th months of your fiscal year and the 1st
month of the following fiscal year.

If any of these dates fall on a Saturday,
Sunday, or legal holiday, use the next busi-
ness day.

You may be charged a penalty for not pay-
ing enough estimated tax, or for not making
the payment on time in the required amount
(even if you have an overpayment on your tax
return). Get Form 2210, Underpayment of Es-
timated Tax by Individuals, Estates and
Trusts, to figure any penalty.

For more information, get the instructions
for Form 1041-ES and Publication 505.

Name, Address,

and Signature

In the top space of the name and address area
of Form 1041, enter the exact name of the es-
tate from the Form SS—4 used to apply for the
estate’s employer identification number. In the
remaining spaces, enter the name and ad-
dress of the personal representative (fiduciary)
of the estate.

Signature. The personal representative (or its
authorized officer if the personal representa-
tive is not an individual) must sign the return.
An individual who prepares the return for pay
must manually sign the return as preparer.
Signature stamps or labels are not acceptable.
For additional information about the require-
ments for preparers of returns, see the instruc-
tions for Form 1041.

When and Where To File

When you file Form 1041 (or Form 1040NR if
applicable) depends on whether you choose a
calendar year or a fiscal year as the estate’s
accounting period. Where you file Form 1041
depends on where you, as the personal repre-
sentative, live or have your principal office.

When to file. If you choose the calendar year
as the estate’s accounting period, the Form
1041 for 1994 is due by April 17 (June 15,
1995, in the case of Form 1040NR for a non-
resident alien estate that does not have an of-
fice in the United States). If you choose a fiscal
year, the Form 1041 is due by the 15th day of
the 4th month (6th month in the case of Form
1040NR) after the end of the tax year. If the
due date is a Saturday, Sunday, or legal holi-
day, the return is due on the next business
day.

Extension of time to file. An extension of
time to file Form 1041 may be granted if you
have clearly described the reasons that will
cause your delay in filing the return. Use Form
2758, Application for Extension of Time To File
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Certain Excise, Income, Information, and
Other Returns, to request an extension. The
extension is not automatic, so you should re-
quest it in sufficient time to enable the IRS to
act on the application before the regular due
date of Form 1041. You should file Form 2758
in duplicate with the IRS office where you must
file Form 1041.

If you have not yet established an account-
ing period, filing Form 2758 will serve to estab-
lish the accounting period stated on that form.
Changing to another accounting period re-
quires prior approval of the IRS.

Generally, an extension of time to file a re-
turn does not extend the time for payment
of tax due. You must pay the total income tax
estimated to be due on Form 1041 in full on or
before the regular due date of the return. For
additional information, see the instructions for
Form 2758.

Where to file. As the personal representative
of an estate, file the estate’s income tax return
(Form 1041) with the Internal Revenue Ser-
vice Center for the state where you live or have
your principal place of business. A list of the
states and applicable addresses is in the in-
structions for Form 1041.

You must send Form 1040NR to the Inter-
nal Revenue Service Center, Philadelphia, PA
19255.

Electronic filing. Form 1041 can be filed
electronically or on magnetic tape. See the in-
structions for Form 1041 for more information.

Distributions
to Beneficiaries
From an Estate

If you are the beneficiary of an estate that must
distribute all its income currently, you must re-
port your share of the distributable net income
whether or not you have actually received it.

If you are the beneficiary of an estate that is
not required to distribute all its income cur-
rently, you must report all income that is re-
quired to be distributed to you (whether or not
actually distributed) plus all other amounts
paid, credited, or required to be distributed to
you, to the extent of your share of distributable
net income. Distributable net income (com-
puted without the charitable deduction) is the
income of the estate available for distribution.
As explained earlier in Distributions Deduction
under Income Tax Return of an Estate—Form
1041 and its discussion Exemption and De-
ductions, for an amount to be currently distrib-
utable income, there must be a specific re-
quirement for current distribution either under
local law or by the terms of the decedent’s will.
If there is no such requirement, the income is
reportable only when distributed.

Income Required To Be
Distributed Currently

Beneficiaries who are entitled to receive cur-
rently distributable income generally must in-
clude in gross income the entire amount due
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them. However, if the currently distributable in-
come is more than the estate’s distributable
net income figured without deducting charita-
ble contributions, each beneficiary must in-
clude in gross income a ratable part of the dis-
tributable net income.

Example. Under the terms of the will of
Gerald Peters, $5,000 a year is to be paid to
his widow and $2,500 a year is to be paid to his
daughter out of the estate’s income during the
period of administration. There are no charita-
ble contributions. For the year, the estate’s dis-
tributable net income is only $6,000. Since the
distributable net income is less than the cur-
rently distributable income, the widow must in-
clude in her gross income only $4,000 ([5,000
+7,500] x $6,000), and the daughter must in-
clude in her gross income only $2,000 ([2,500
+7,500] x $6,000).

Annuity payable out of income or corpus.
Income required to be distributed currently in-
cludes any amount that must be paid out of in-
come or corpus (principal of the estate) to the
extent the amount is satisfied out of income for
the tax year. Thus, an annuity that must be
paid in all events (either out of income or
corpus) would qualify as income required to be
distributed currently to the extent there is in-
come of the estate not paid, credited, or re-
quired to be distributed to other beneficiaries
for the tax year.

Example 1. Henry Frank’s will provides
that $500 be paid to the local Community
Chest out of the income each year. It also pro-
vides that $2,000 a year is currently distributa-
ble out of income to his brother, Fred, and an
annuity of $3,000 be paid to his sister, Sharon,
out of income or corpus. Capital gains are to
be allocable to corpus, but all expenses are to
be charged against income. Last year, the es-
tate had income of $6,000 and expenses of
$3,000. The personal representative paid the
$500 to the Community Chest and made the
distributions to Fred and Sharon as required
by the will.

The estate’s distributable net income (fig-
ured before the charitable contribution) is
$3,000. The currently distributable income
totals $2,500 ($2,000 to Fred and $500 to
Sharon). The income available for Sharon’s
annuity is only $500 because the will requires
that the charitable contribution be paid out of
current income. Because the $2,500 treated
as distributed currently is less than the $3,000
distributable net income (before the contribu-
tion), Fred must include $2,000 in his gross in-
come, and Sharon must include $500 in her
gross income.

Example 2. Assume the same facts as in
Example 1 except that the estate has an addi-
tional $1,000 of administration expenses,
commissions, etc., that are chargeable to
corpus. The estate’s distributable net income
(figured before the charitable contribution) is
now $2,000 ($3,000 minus $1,000 additional
expense). The amount treated as currently
distributable income is still $2,500 ($2,000 to
Fred and $500 to Sharon). Because the
$2,500, treated as distributed currently, is
more than the $2,000 distributable netincome,

Fred has to include only $1,600 ([2,000 +
2,500] x $2,000) in his gross income and
Sharon has to include only $400 ([500 + 2,500]
x $2,000) in her gross income. Because Fred
and Sharon are beneficiaries of amounts that
must be distributed currently, they do not ben-
efit from the reduction of distributable net in-
come by the charitable contribution deduction.

Other Amounts
Distributed

Any other amount paid, credited, or required to
be distributed to the beneficiary for the tax year
also must be included in the beneficiary’s
gross income. Such an amount is in addition to
those amounts that must be distributed cur-
rently, as previously discussed. It does not in-
clude gifts or bequests of specific sums of
money or specific property if such sums are
paid in three or fewer installments. However,
amounts that can be paid only out of income
are not excluded under this rule. If the sum of
the income that must be distributed currently
and other amounts paid, credited, or required
to be distributed exceeds distributable net in-
come, these other amounts are included in the
beneficiary’s gross income only to the extent
distributable net income exceeds the income
that must be distributed currently. If there is
more than one beneficiary, each will include in
gross income only a pro rata share of such
amounts.
Examples of other amounts paid are:

1) Distributions made at the discretion of the
personal representative;

2) Distributions required by the terms of the
will upon the happening of a specific
event;

3) Annuities required to be paid in any event,
but only out of corpus (principal);

4

=

Distributions of property in kind as defined
earlier in Distributions Deduction under
Income Tax Return of an Estate—Form
1041 and its discussion Exemption and
Deductions, and

5

=~

Distributions required for the support of
the decedent’s surviving spouse or other
dependent for a limited period, but only
out of corpus (principal).

If an estate distributes property in kind, the
amount of the distribution ordinarily is the
lesser of the estate’s basis in the property or
the property’s fair market value when distrib-
uted. However, the amount of the distribution
is the property’s fair market value if the estate
recognizes gain on the distribution. See Gain
or loss on distributions in kind in the discussion
Income To Include under Income Tax Return
of an Estate—Form 1041, earlier.

Example. The terms of Michael Scott’s will
require the distribution of $2,500 of income an-
nually to his wife, Susan. If any income re-
mains, it may be accumulated or distributed to
his two children, Joe and Alice, in amounts at
the discretion of the personal representative.
The personal representative also may invade
the corpus (principal) for the benefit of Scott’s
wife and children.



Last year, the estate had income of $6,000
after deduction of all expenses. Its distributa-
ble net income is also $6,000. The personal
representative distributed the required $2,500
of income to Susan. In addition, the personal
representative distributed $1,500 each to Joe
and Alice and an additional $2,000 to Susan.

Susan includes in her gross income the
$2,500 of currently distributable income. The
other amounts distributed totaled $5,000
($1,500 + $1,500 + $2,000) and are includible
in the income of Susan, Joe, and Alice to the
extent of $3,500 (distributable net income of
$6,000 minus currently distributable income to
Susan of $2,500). Susan will include an addi-
tional $1,400 ([2,000 + 5,000] x $3,500) in her
gross income. Joe and Alice each will include
$1,050 ([1,500 + 5,000] x $3,500) in their gross
incomes.

Discharge of a
Legal Obligation

If an estate, under the terms of a will, dis-
charges a legal obligation of a beneficiary, the
discharge is included in that beneficiary’s in-
come as either currently distributable income
or other amount paid. This does not apply to
the discharge of a beneficiary’s obligation to
pay alimony or separate maintenance.

The beneficiary’s legal obligations include
a legal obligation of support, for example, of a
minor child. Applicable local law determines a
legal obligation of support.

Character of Distributions

An amount distributed to a beneficiary for in-
clusion in gross income retains the same char-
acter for the beneficiary that it had for the
estate.

No charitable contributions are made. If no
charitable contributions are made during the
tax year, you must treat the distributions as
consisting of the same proportion of each
class of items entering into the computation of
distributable net income as the total of each
class bears to the total distributable net in-
come. Distributable net income was defined
earlier in Distributions Deduction under In-
come Tax Return of an Estate—Form 1041 and
its discussion Exemption and Deductions.
However, if the will or local law specifically pro-
vides or requires a different allocation, you
must use that allocation.

Example 1. An estate has distributable net
income of $3,000, consisting of $1,800 in rents
and $1,200 in taxable interest. There is no pro-
vision in the will or local law for the allocation of
income. The personal representative distrib-
utes $1,500 each to Jim and Ted, beneficiaries
under their father’s will. Each will be treated as
having received $900 in rents and $600 of tax-
able interest.

Example 2. Assume in Example 1 that the
will provides for the payment of the taxable in-
terest to Jim and the rental income to Ted and
that the personal representative distributed the
income under those provisions. Jim is treated
as having received $1,200 in taxable interest

and Ted is treated as having received $1,800
of rental income.

If a charitable contribution is made. If a
charitable contribution is made by an estate
and the terms of the will or local law provide for
the contribution to be paid from specified
sources, that provision governs. If no provision
or requirement exists, the charitable contribu-
tion deduction must be allocated among the
classes of income entering into the computa-
tion of the income of the estate before alloca-
tion of other deductions among the items of
distributable net income. In allocating items of
income and deductions to beneficiaries to
whom income is required to be distributed cur-
rently, the charitable contribution deduction is
not taken into account to the extent that it ex-
ceeds income for the year reduced by cur-
rently distributable income.

Example. The will of Harry Thomas re-
quires a current distribution out of income of
$3,000 a year to his wife, Betty, during the ad-
ministration of the estate. The will also pro-
vides that the personal representative, using
discretion, may distribute the balance of the
current earnings either to Harry’s son, Tim, or
to one or more of certain designated charities.
Last year, the estate’s income consisted of
$4,000 of taxable interest and $1,000 of tax-
exempt interest. There were no deductible ex-
penses. The personal representative distrib-
uted the $3,000 to Betty, made a contribution
of $2,500 to the local heart association, and
paid $1,500 to Tim.

The distributable net income for determin-
ing the character of the distribution to Betty is
$3,000. The charitable contribution deduction
to be taken into account for this computation is
$2,000 (the estate’s income ($5,000) minus
the currently distributable income ($3,000)).
The $2,000 charitable contribution deduction
must be allocated: $1,600 ([4,000 + 5,000] x
$2,000) to taxable interest and $400 ([1,000 +
5,000] x $2,000) to tax-exempt interest. Thus,
Betty is considered to have received $2,400
($4,000 minus $1,600) of taxable interest and
$600 ($1,000 minus $400) of tax-exempt inter-
est. She must include the $2,400 in her gross
income. She is required to report the $600 of
tax-exempt interest, but it is not taxable.

To determine the amount to be included in
the gross income of Tim, however, take into
account the entire charitable contribution de-
duction. Since the currently distributable in-
come is greater than the estate’s income after
taking into account the charitable contribution
deduction, none of the amount paid to Tim
must be included in his gross income for the
year.

How and When To Report
How you report your income from the estate
depends on the character of the income in the
hands of the estate. When you report the in-
come depends on whether it represents
amounts credited or required to be distributed
to you or other amounts.

How to report estate income. Each item of
income keeps the same character in your

hands as it had in the hands of the estate.
Thus, if the items of income distributed or con-
sidered to be distributed to you include divi-
dends, tax-exempt interest, or capital gains,
they will keep the same character in your
hands for purposes of the tax treatment given
those items. Report your dividends on line 9,
Form 1040, and report your capital gains on
Schedule D (Form 1040). The tax-exempt in-
terest, while not included in taxable income,
must be shown on line 8b, Form 1040. Report
business and other non-passive income on
Schedule E, Part Ill (Form 1040).

The estate’s personal representative
should provide you with the classification of
the various items that make up your share of
the estate income and the credits you should
take into consideration so that you can prop-
erly prepare your individual income tax return.
See Schedule K- (Form 1041), later.

When to report estate income. If income
from the estate is credited or required to be
distributed to you for a tax year, report that in-
come (even if not distributed) on your return for
that year. Report other income from the estate
on your return for the year in which you receive
it. If your tax year is different from the estate’s
tax year, see Different tax years, next.

Different tax years. You must include
your share of the estate income in your return
for your tax year in which the last day of the es-
tate tax year falls. If the tax year of the estate is
the calendar year and your tax year is a fiscal
year ending on June 30, you will include in
gross income for the tax year ended June 30
your share of the estate’s distributable net in-
come distributed or considered distributed dur-
ing the calendar year ending the previous De-
cember 31.

Death of individual beneficiary. If an in-
dividual beneficiary dies, the beneficiary’s
share of the estate’s distributable net income
may be distributed or be considered distrib-
uted by the estate for its tax year that does not
end with or within the last tax year of the bene-
ficiary. In this case, the estate income that
must be included in the gross income on the
beneficiary’s final return is based on the
amounts distributed or considered distributed
during the tax year of the estate in which his or
her last tax year ended. However, for a cash
basis beneficiary, the gross income of the last
tax year includes only the amounts actually
distributed before death. Income required to
be distributed to the beneficiary but, in fact,
distributed to the beneficiary’s estate after
death is included in the gross income of the
beneficiary’s estate as income in respect of a
decedent.

Termination of nonindividual benefici-
ary. If a beneficiary that is not an individual, for
example a trust or a corporation, ceases to ex-
ist, the amount included in its gross income for
its last tax year is determined as if the benefici-
ary were a deceased individual. However, in-
come that must be distributed prior to termina-
tion, but which is actually distributed to the
beneficiary’s successor in interest, is included
in the gross income of the nonindividual bene-
ficiary for its last tax year.

Page 19



Schedule K-1 (Form 1041). The personal
representative for the estate must provide you
with a copy of Schedule K-1 (Form 1041) or a
substitute Schedule K-1. You should not file
the form with your Form 1040, but should keep
it for your personal records.

Each beneficiary (or nominee of a benefici-
ary) who receives a distribution from the estate
for the tax year or to whom any item is allo-
cated must receive a Schedule K-1 or substi-
tute. The personal representative handling the
estate must furnish the form to each benefici-
ary or nominee on or before the date on which
the Form 1041 is filed. The negligence penalty
may be imposed on beneficiaries who fail to in-
clude on their tax returns the information re-
ported on their Schedule K-1.

Nominees. A person who holds an inter-
est in an estate as a nominee for a beneficiary
must provide the estate with the name and ad-
dress of the beneficiary, and any other re-
quired information. The nominee must provide
the beneficiary with the information received
from the estate.

Penalty. Failure of the nominee to provide
the information may result in a $50 penalty for
each failure.

Special Rules

for Distributions

Some special rules apply for determining the
deduction allowable to the estate for distribu-
tions to beneficiaries and the amount includi-
ble in the beneficiary’s gross income.

Bequest

A bequest is the act of giving or leaving prop-
erty to another through the last will and testa-
ment. Generally, any distribution of income (or
property in kind) to a beneficiary is an allowa-
ble deduction to the estate and is includible in
the beneficiary’s gross income to the extent of
the estate’s distributable net income. How-
ever, it will not be an allowable deduction to
the estate and will not be includible in the
beneficiary’s gross income if the distribution:

1) Isrequired by the terms of the will,

2) Is a gift or bequest of a specific sum of
money or property, and

3) Is paid out in three or fewer installments
under the terms of the will.

Specific sum of money or property. To
meet this test, the amount of money or the
identity of the specific property must be deter-
mined by the decedent’s will. To qualify as
specific property, the property must be identifi-
able both as to its kind and as to its amount.

Example 1. Dave Rogers’ will provided
that his son, Ed, receive Dave's interest in the
Rogers-Jones partnership. Dave’s daughter,
Marie, would receive a sum of money equal to
the value of the partnership interest given to
Ed. The bequest to Ed is a gift of a specific
property ascertainable at the date of Dave
Rogers’ death. The bequest of a specific sum
of money to Marie is determinable by the same
will on the same date.
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Example 2. Mike Jenkins’ will provided
that his widow, Helen, would receive money or
property, to be selected by the personal repre-
sentative, equal in value to half of his adjusted
gross estate. The identity of the property and
the money in the bequest are dependent on
the personal representative’s discretion and
the payment of administration expenses and
other charges, which are not determinable at
the date of Mike’s death. As a result, the provi-
sion is not a bequest of a specific sum of
money or of specific property, and any distribu-
tion under that provision is a deduction for the
estate and income to the beneficiary (to the ex-
tent of the estate’s distributable net income).
The fact that the bequest will be specific some-
time before distribution is immaterial. It is not
ascertainable by the terms of the will as of the
date of death.

Distributions not treated as bequests. The
following distributions are not bequests that
meet all of the three tests listed earlier, which
allow a distribution to be excluded from the
beneficiary’s income and do not allow it as a
deduction to the estate.

Paid only from income. An amount that
can be paid only from current or prior income
of the estate does not qualify even if it is spe-
cific in amount and there is no provision for in-
stallment payments.

An annuity. An annuity or a payment of
money or of specific property in lieu of, or hav-
ing the effect of, an annuity is not the payment
of a specific property or sum of money.

Residuary estate. If the will provides for
the payment of the balance or residue of the
estate to a beneficiary of the estate after all ex-
penses and other specific legacies or be-
quests, that residuary bequest is not a pay-
ment of a specific property or sum of money.

Gifts made in installments. Even if the
gift or bequest is made in a lump sum or in
three or fewer installments, it will not qualify as
a specific property or sum of money if the will
provides that the amount must be paid in more
than three installments.

Conditional bequests. A bequest of a spe-
cific property or sum of money that may other-
wise be excluded from the beneficiary’s gross
income will not lose the exclusion solely be-
cause the payment is subject to a condition.

Installment payments. Certain rules apply in
determining whether a bequest of specific
property or a sum of money has to be paid or
credited to a beneficiary in more than three
installments.

Personal items. Do not take into account
bequests of articles for personal use, such as
personal and household effects and
automobiles.

Real property. Do not take into account
specifically designated real property, the title
to which passes under local law directly to the
beneficiary.

Other property. All other bequests under
the decedent’s will for which no time of pay-
ment or crediting is specified and that are to be

paid or credited in the ordinary course of ad-
ministration of the estate are considered as re-
quired to be paid or credited in a single install-
ment. Also, all bequests payable at any one
specified time under the terms of the will are
treated as a single installment.

A testamentary trust. In determining the
number of installments that must be paid or
credited to a beneficiary, the decedent’s estate
and a testamentary trust created by the dece-
dent’'s will are treated as separate entities.
Amounts paid or credited by the estate and by
the trust are counted separately.

Denial of Double Deduction

A deduction cannot be claimed twice. If an
amount is considered to have been distributed
to a beneficiary of an estate in a preceding tax
year, it cannot again be included in figuring the
deduction for the year of the actual distribution.

Example. The will provides that the estate
must distribute currently all of its income to a
beneficiary. For administrative convenience,
the personal representative did not make a
distribution of a part of the income for the tax
year until the first month of the next tax year.
The amount must be deducted by the estate in
the first tax year, and must be included in the
gross income of the beneficiary in that year.
This amount cannot be deducted again by the
estate in the following year when it is paid to
the beneficiary, nor is the beneficiary again re-
quired to include the amount in gross income
in that year.

Charitable Contributions

The amount of a charitable contribution used
as a deduction by the estate in determining
taxable income cannot be claimed again as a
deduction for a distribution to a beneficiary.

Termination of Estate

The termination of an estate generally is
marked by the end of the period of administra-
tion and by the distribution of the assets to the
beneficiaries under the terms of the will or
under the laws of succession of the state if
there is no will. These beneficiaries may or
may not be the same persons as the benefi-
ciaries of the estate’s income.

Period of Administration

The period of administration is the time actu-
ally required by the personal representative to
assemble all of the decedent’s assets, pay all
the expenses and obligations, and distribute
the assets to the beneficiaries. This may be
longer or shorter than the time provided by lo-
cal law for the administration of estates.

Ends if all assets distributed. If all assets
are distributed except for a reasonable amount
set aside, in good faith, for the payment of un-
ascertained or contingent liabilities and ex-
penses (but not including a claim by a benefici-
ary, as a beneficiary), the estate will be
considered terminated.

Ends if period unreasonably long. If settle-
ment is prolonged unreasonably, the estate



will be treated as terminated for federal income
tax purposes, and from that point on, the gross
income, deductions, and credits of the estate
are considered those of the person or persons
succeeding to the property of the estate.

Transfer of Unused
Deductions to Beneficiaries

If the estate has unused loss carryovers or ex-
cess deductions for its last tax year, they are
allowed to those beneficiaries who succeed to
the estate’s property. See Successor benefici-
ary, later.

Unused loss carryovers. An unused net op-
erating loss carryover or capital loss carryover
existing upon termination of the estate is al-
lowed to the beneficiaries succeeding to the
property of the estate. That is, these deduc-
tions will be claimed on the beneficiary’s tax
return. This treatment occurs only if a carry-
over would have been allowed to the estate in
a later tax year if the estate had not been
terminated.

Both types of carryovers generally keep
their same character for the beneficiary as
they had for the estate. However, if the benefi-
ciary of a capital loss carryover is a corpora-
tion, the corporation will treat the carryover as
a short-term capital loss regardless of its sta-
tus in the estate. The net operating loss carry-
over and the capital loss carryover are used in
computing both the taxable income and the
adjusted gross income of the beneficiary. In
addition, the net operating loss carryover is
used in computing the alternative minimum
tax.

The first tax year to which the loss is carried
is the beneficiary’s tax year in which the estate
terminates. If the loss can be carried to more
than one tax year, the estate’s last tax year
(whether or not a short tax year) and the
beneficiary’s first tax year to which the loss is
carried each constitute a tax year for figuring
the number of years to which a loss may be
carried. A capital loss carryover from an estate
to a corporate beneficiary will be treated as
though it resulted from a loss incurred in the
estate’s last tax year (whether or not a short
tax year), regardless of when the estate actu-
ally incurred the loss.

If the last tax year of the estate is the last
tax year to which a net operating loss may be
carried, see No double deductions, later. For
general discussion of net operating losses, get
Publication 536. For a discussion of capital
losses and capital loss carryovers, get Publi-
cation 550.

Excess deductions. If the deductions in the
estate’s last tax year (other than deductions for
personal exemptions and charitable contribu-
tions) are more than gross income for that
year, the beneficiaries succeeding to the es-
tate’s property can claim such excess as a de-
duction in figuring taxable income. To estab-
lish these deductions, a return must be filed for
the estate along with a schedule showing the
computation of each kind of deduction and the
allocation of each to the beneficiaries.

An individual beneficiary must itemize de-
ductions to claim these excess deductions.
The deduction is claimed on Schedule A, Form
1040, as a miscellaneous itemized deduction
subject to the 2%-of-adjusted-gross-income
limit. The beneficiaries can claim the deduc-
tion only for the tax year in which or with which
the estate terminates, whether the year of ter-
mination is a normal year or a short tax year.

No double deductions. A net operating
loss deduction allowable to a successor bene-
ficiary cannot be considered in figuring the ex-
cess deductions on termination. However, if
the estate’s last tax year is the last year in
which a deduction for a net operating loss can
be taken, the deduction, to the extent not ab-
sorbed in the last return of the estate, is
treated as an excess deduction on termina-
tion. Any item of income or deduction, or any
part thereof, that is taken into account in figur-
ing a net operating loss or a capital loss carry-
over of the estate for its last tax year cannot be
used again to figure the excess deduction on
termination.

Successor beneficiary. A beneficiary enti-
tled to an unused loss carryover or an excess
deduction is the beneficiary who, upon the es-
tate’s termination, bears the burden of any loss
for which a carryover is allowed or of any de-
ductions in excess of gross income.

If decedent had no will. If the decedent
had no will, the beneficiaries are those heirs or
next of kin to whom the estate is distributed. If
the estate is insolvent, the beneficiaries are
those to whom the estate would have been
distributed had it not been insolvent. If the de-
cedent's spouse is entitled to a specified dollar
amount of property before any distributions to
other heirs and the estate is less than that
amount, the spouse is the beneficiary to the
extent of the deficiency.

If decedent had a will. If the decedent
had a will, a beneficiary normally means the
residuary beneficiaries (including residuary
trusts). Those beneficiaries who receive a spe-
cific property or a specific amount of money or-
dinarily are not considered residuary benefi-
ciaries, except to the extent the specific
amount is not paid in full. Also, a beneficiary
who is not strictly a residuary beneficiary, but
whose devise or bequest is determined by the
value of the estate as reduced by the loss or
deduction, is entitled to the carryover or the
deduction. For example, such a beneficiary
would include:

1) A beneficiary of a fraction of the dece-
dent’s net estate after payment of debts,
expenses, and specific bequests;
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A nonresiduary beneficiary, when the es-
tate is unable to satisfy the bequest in full;
and

3

~

A surviving spouse receiving a fractional
share of the estate in fee under a statutory
right of election when the losses or deduc-
tions are taken into account in determin-
ing the share. However, such a benefici-
ary does not include a recipient of a dower

or curtesy, or a beneficiary who receives
any income from the estate from which
the loss or excess deduction is carried
over.

Allocation among beneficiaries. The total of
the unused loss carryovers or the excess de-
ductions on termination that may be deducted
by the successor beneficiaries is to be divided
according to the share of each in the burden of
the loss or deduction.

Example. Under his father's will, Arthur is
to receive $20,000. The remainder of the es-
tate is to be divided equally between his broth-
ers, Mark and Tom. After all expenses are
paid, the estate has sufficient funds to pay Ar-
thur only $15,000, with nothing to Mark and
Tom. In the estate’s last tax year there are ex-
cess deductions of $5,000 and $10,000 of un-
used loss carryovers. Since the total of the ex-
cess deductions and unused loss carryovers is
$15,000 and Arthur is considered a successor
beneficiary to the extent of $5,000, he is enti-
tled to one-third of the unused loss carryover
and one-third of the excess deductions. His
brothers may divide the other two-thirds of the
excess deductions and the unused loss carry-
overs between them.

Transfer of Credit
for Estimated Tax Payments

When an estate terminates, the personal rep-
resentative can choose to transfer to the bene-
ficiaries the credit for all or part of the estate’s
estimated tax payments for the last tax year.
To make this choice, the personal representa-
tive must complete Form 1041-T, Allocation of
Estimated Tax Payments to Beneficiaries, and
file it either separately or with the estate’s final
Form 1041. The amount of estimated tax allo-
cated to each beneficiary is treated as paid or
credited to the beneficiary on the last day of
the estate’s final tax year and must be reported
on line 13a, Schedule K-1 (Form 1041). If the
estate terminated in 1994, this amount is
treated as a payment of 1994 estimated tax
made by the beneficiary on January 17, 1995.

Form 706

You must file Form 706, United States Estate
(and Generation-Skipping Transfer) Tax Re-
turn, generally, if death occurred in 1994 and
the gross estate is more than $600,000.

If you are required to file Form 706, you
must file it within 9 months after the date of the
decedent’s death unless you receive an exten-
sion of time to file. File this form with the Inter-
nal Revenue Service Center listed in the form
instructions.

Use Form 4768, Application for Extension
of Time To File a Return and/or Pay U.S. Es-
tate (and Generation-Skipping Transfer)
Taxes, to apply for an extension of time. If you
received an extension, attach a copy of it to
Form 706.
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Comprehensive
Example

The following is an example of a typical situa-
tion. All figures on the filled-in forms have been
rounded to the nearest whole dollar.

On April 9, 1994, your father, John R.
Smith, died at the age of 62. He had not re-
sided in a community property state. His will
named you to serve as his executor (personal
representative). Except for specific bequests
to your mother, Mary, of your parents’ home
and your father’'s automobile and a bequest of
$5,000 to his church, your father’s will named
your mother and his brother as beneficiaries.

One of the first things you should do, as
soon as the court has approved your appoint-
ment as the executor, is to obtain an employer
identification number. (See Duties under Per-
sonal Representatives earlier.) Next, you
should notify the Internal Revenue Service
Center where you will file the tax returns of
your father’s estate that you have been ap-
pointed his executor. You should use Form 56,
Notice Concerning Fiduciary Relationship.

Assets of the estate. Your father had the fol-
lowing assets when he died.

1) His checking account balance was
$2,550, and his savings account balance
was $53,650.

Your father inherited your parents’ home
from his parents on March 5, 1966. At that
time it was worth $42,000, but was ap-
praised at the time of your father’s death
to be worth $150,000. The home was free
of existing debts (or mortgages) at the
time of his death.

Your father owned 500 shares of ABC
Company stock that had cost him $10.20
a share in 1970, but which had a mean
selling price (midpoint between highest
and lowest selling price) of $25 a share on
the day he died. He also owned 500
shares of XYZ Company stock that had
cost him $20 a share in 1980, but which
had a mean selling price on the date of
death of $62.

The appraiser valued your father’s auto-
mobile at $6,300 and the household ef-
fects at $18,500.

Your father also owned coin and stamp
collections. The face value of the coins in
the collection was only $600, but the ap-
praiser valued it at $2,800. The stamp col-
lection was valued at $3,500.
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Your father's employer sent a check to
your mother for $11,082 ($12,000 minus
$918 for social security and Medicare
taxes), representing unpaid salary and
payment for accrued vacation time. The
statement that came with the check indi-
cated that no amount was withheld for in-
come tax. Since the check was made out
to the estate, your mother gave you the
check.

7

~

The Easy Life Insurance Company had
given a check for $275,000 to your
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mother, as the beneficiary named in the
life insurance policy on his life.

8) Your father was the owner of several Se-
ries EE U.S. Savings Bonds on which he
named your mother as co-owner. Your fa-
ther purchased the bonds during the past
several years. The cost of these bonds to-
taled $2,500. After referring to the appro-
priate table of redemption values (see
U.S. Savings Bonds acquired from dece-
dent, earlier in this publication), you de-
termine that interest of $840 had accrued
on the bonds at the date of your father's
death. You must include the redemption
value of these bonds at date of death,
$3,340, in your father’s gross estate (Get
Publication 448.)

On July 1, 1980, your parents purchased
a house for $90,000. They have held the
property for rental purposes continuously
since its purchase. Your mother contrib-
uted one-third of the purchase, or $30,000
(from an inheritance), and your father
contributed $60,000. They owned the
property, however, as joint tenants with
right of survivorship. An appraiser valued
the property at $110,000. You include
$55,000, one-half of the value, in your fa-
ther’s gross estate (get Publication 448)
because your parents owned the property
as joint tenants with right of survivorship
and they were the only joint tenants.

=

9

~

Your mother also gave you a Form W-2,
Wage and Tax Statement, that your father’'s
employer had sent. In examining it, you dis-
cover that your father had been paid $9,000 in
salary between January 1, 1994, and April 9,
1994, (the date he died). The Form W-2
showed 9,000 in box 1 and $21,000 ($9,000 +
$12,000) in boxes 3 and 5. The Form W-2 indi-
cated $2,305 as federal income tax withheld in
box 2. The estate received a Form 1099-MISC
from the employer showing $12,000 in box 3.
The estate received a Form 1099-INT for your
father showing he was paid $1,900 interest on
his savings account in 1994 before he died.

Final Return

for Decedent

Checking the papers in your father’s files, you
determine that the $9,000 paid to him by his
employer (as shown on the Form W-2), rental
income, and interest are the only items of in-
come he received between January 1 and the
date of his death. You will be required to file an
income tax return for him for the period during
which he lived. (You determine that he timely
filed his 1993 income tax return before he
died.) The final return is not due until April 17,
1995, the same date it would have been due
had your father lived during all of 1994.

Since the check representing unpaid salary
and earned but unused vacation time was not
paid to your father before he died, the $12,000
is not reported as income on his final return. It
is reported on the income tax return for the es-
tate (Form 1041) for 1994. The only taxable in-
come to be reported for your father will be the
$9,000 salary, as shown on the Form W-2, the

$1,900 interest and his portion of the rental in-
come that he received in 1994.

Your father was a cash-basis taxpayer and
did not report the interest accrued on the Se-
ries EE U.S. Savings Bonds on prior tax re-
turns that he filed jointly with your mother. As
the personal representative of your father’s es-
tate, you choose to report the interest earned
on these bonds before your father’s death
($840) on the final income tax return.

The rental property was leased the entire
year of 1994 for $700 per month. Under local
law, your parents (as joint tenants) each had a
half interest in the income from the property.
Your father’s will, however, stipulates that the
entire rental income is to be paid directly to
your mother. Therefore, none of the rental in-
come will be reported on the income tax return
for the estate. Instead, your mother will report
all the rental income and expenses for the part
of 1994 following your father’s death. Check-
ing the records and prior tax returns of your
parents, you find that they previously elected
straight-line depreciation for the rental house
with a 25-year life. They allocated $15,000 of
the cost to the land (which is never deprecia-
ble) and $75,000 to the rental house. Salvage
value was disregarded for the depreciation
computation. Before 1994, $40,500 had been
allowed as depreciation.

Deductions. During the year, you received a
bill from the hospital for $615 and bills from
your father’s doctors totaling $475. You paid
these bills as they were presented. In addition,
you find other bills from his doctors totaling
$185 that your father paid in 1994, and re-
ceipts for prescribed drugs he purchased total-
ing $36. The funeral home presented you a bill
for $6,890 for the expenses of your father’s fu-
neral, which you paid.

Because the medical expenses you paid
from the estate’s funds ($475 and $615) were
for your father’s care and were paid within 1
year after his death, and because they will not
be used to figure the taxable estate, you can
treat them as having been paid by your father
when he received the medical services. See
Funeral and Medical Expenses under Income
Tax Return of an Estate—Form 1041 and its
discussion Exemption and Deductions, earlier.
However, you cannot deduct the funeral ex-
penses either on your father’s final return or
from the estate’s income. They are deductible
only on the federal estate tax return (Form
706) as explained under Funeral and Medical
Expenses.

In addition, after going over other receipts
and canceled checks for the tax year with your
mother, you determine that the following items
are deductible on your parents’ 1994 income
tax return.

Healthinsurance ................c.cooon... $1,250
State income and property taxes paid ..... 1,591
Contributionstochurch .................... 3,800

Rental expenses included taxes of $700
and interest of $410 on the property; in addi-
tion, insurance premiums of $260 and painting
and repairs for $350 were paid. These rental
expenses totaled $1,720 for the whole year.



Because your mother and father owned the
property as joint tenants with right of survivor-
ship and they were the only joint tenants, her
basis in this property upon your father’s death
is $79,325. This is found by adding the
$55,000 value of the half interest included in
your father’'s gross estate to your mother’s
$45,000 share of the cost basis, and sub-
tracting your mother's $20,625 share of depre-
ciation (including 1994 depreciation for the pe-
riod before your father’s death, as explained
next.

For 1994, you must make the following
computations to figure the depreciation
deduction:

1) Forthe period before your father’s death,
depreciate the property using the same
method and the same basis and life used
by your parents in previous years. The
amount deductible for one-fourth of the
year is $750. (This brings the total depre-
ciation to $41,250 ($40,000 +$750) at the
time of your father’s death.

2) For the period after your father’'s death
you must make two computations.

a) Your mother's cost basis ($45,000) less
one-half of the amount allocated to the
land ($7,500) is her depreciable basis
($37,500) for half of the property. She
continues to use the same life and de-
preciation method as was originally
used for the property. The amount de-
ductible for three-fourths of the year is
$1,125.

The other half of the property must be
depreciated using a depreciation
method that is acceptable for property
placed in service in 1994. You elect to
use the alternative depreciation system
(straight-line method) with the mid-
month convention. The value included
in the estate ($55,000) less the value
allocable to the land ($10,000) is the
depreciable basis ($45,000) for this half
of the property. The amount deductible
for this half of the property is $797
($45,000 % .01771). See Chapter 3 and
Table A-13 in Publication 534.

b
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Show the total of the amounts in (1) and
(2)(a), above, on line 18 of Form 4562, Depre-
ciation and Amortization. Show the amount in
(2)(b) on line 15c. The total depreciation de-
duction allowed for the year is $2,672.

Caution: The use of certain types of accel-
erated depreciation would require you to fill out
a Form 6251, Alternative Minimum Tax —Indi-
viduals. Use of the straight-line method does
not require this.

Filing status. After December 31, 1994,
when your mother determines the amount of
her income, you and your mother must decide
whether you will file a joint return or separate
returns for your parents for 1994. Since your
mother has no income in 1994 other than the
rental income, it appears to be to her advan-
tage to file a joint return.

Tax computation. The illustrations of Form
1040 and related schedules appear at the end
of this example. These illustrations are based
on information in this example. The tax refund
is $1,694. The computation is as follows:

Income:

Salary (per FormwW-2) ........ $9,000
Interestincome ............. 2,740
Net rental income ........... 4,008

Adjusted Gross Income ........ $15,748
Minus: Itemized deductions 6,771

Balance ................... $ 8,977
Minus: Exemptions (2) ...... 4,900

Taxable Income ............... $ 4,077
Income tax from Tax Table $ 611
Minus: Tax withheld ......... 2,305

Refundof Taxes ............... $ 1,694

Income Tax Return

of an Estate—Form 1041

The illustration of Form 1041 and the applica-
ble parts of Schedule D (Form 1041) at the end
of this example are based on the information
that follows for 1994.

Having determined the tax liability for your
father’s final return, you now figure the estate’s
taxable income. You decide to use the calen-
dar year and the cash method of accounting to
report the estate’s income. This return also is
due by April 17, 1995.

In addition to the amount you received from
your father’'s employer for unpaid salary and
for vacation pay ($12,000) entered on line 8
(Form 1041), you received a dividend check
from the XYZ Company on June 15, 1994. The
check was for $750 and you enter it on line 2
(Form 1041). The estate received a Form
1099-INT showing $2,250 interest paid by the
bank on the savings account in 1994 after your
father died. Show this amount on line 1 (Form
1041).

In September, a local coin collector offered
you $3,000 for your father’s coin collection,
and since your mother was not interested in
keeping the collection, you accepted the offer
and sold him the collection on September 21,
1994, receiving his certified check for $3,000.

The estate has a gain from the sale of the
collection. You will be required to report the
sale on Schedule D (Form 1041) when you file
the income tax return of the estate. The estate
has a long-term capital gain of $200 from the
sale of the coins. The gain is the excess of the
sale price, $3,000, over the value of the collec-
tion at the date of your father's death, $2,800.
See Gain (or loss) from sale of property under
Income Tax Return of an Estate —Form 1041
and its discussion, Income To Include, earlier.

Note. Inherited property sold or disposed
of by you within 1 year after the decedent’s
death is considered to have been held by you
for more than 1 year.

Deductions. In November 1994, you re-
ceived a bill for the real estate taxes on the
home. The bill was for $2,250, which you paid.
Include real estate taxes on line 11 (Form

1041). (Real estate tax on the rental property
was $700; this amount, however, is reflected
on Schedule E, Form 1040.)

You paid $325 for attorney’s fees in con-
nection with administration of the estate. This
is an expense of administration and is de-
ducted on line 14 (Form 1041). You must,
however, file with the return a statement in du-
plicate that such expense has not been
claimed as a deduction from the gross estate
for computing the federal estate tax (Form
706), and that all rights to claim that deduction
are waived.

Distributions. Under the terms of the will, you
made a distribution of $2,000 to your father's
brother, James. The distribution was made
from current income of the estate.

The distribution of $2,000 must be allo-
cated and reported on Schedule K-1 (Form
1041) as follows:

Step 1
Allocation of Income and Deductions:

Balance
of Distri-
butable
Type of Deduc- Net
Income Amount _tions Income
Interest
(15%) $2,250 (386) $1,864
Dividends
(5%) 750 (129) 621
Income in
Respect of
Decedent 12,000 (2,060) 9,940
Total $15,000 (2,575) $12,425
Step 2

Allocation of Distribution to be reported on Schedule

K-1 (Form 1041) for

James:
Interest—
$1,864 x 2,000/12,425 = $ 300 Linel
Dividends—
$621 x 2,000/12,425 = 100 Line2
Other
Income—
$9,940 x 2,000/12,425 = 1,600 Line4a
Total Distribution $2,000

Since the estate took an income distribu-
tion deduction, you must prepare Schedule H
(Form 1041), Alternative Minimum Tax, re-
gardless of whether the estate is liable for the
alternative minimum tax.

The other distribution you made out of the
assets of the estate in 1994 was the transfer of
the automobile to your mother on July 1. Be-
cause this is included in the bequest of prop-
erty, it is not taken into account in computing
the distributions of income to the beneficiary.
The life insurance proceeds of $275,000 paid
directly to your mother by the insurance com-
pany are treated as a specific sum of money
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transferred to your mother under the terms of
the will.

The taxable income of the estate for 1994
is $10,025 and the tax liability is $3,099, com-
puted as follows:

Gross income:

Income in respect of a decedent ....... $12,000

Dividends ..........oiiiiiiiii 750

Interest ... 2,250

Capitalgain ..........c.oooviiiiiiiennn, 200

$15,200

Less: Deductions & Income

Distribution

Real estate taxes ............. $2,250

Attorney’'sfee ................ 325

Exemption ................... 600

Distribution ................... 2,000 5,175
Taxableincome .......................... $10,025
Tax liability and balance due .............. $ 3,099

1995 income tax return for estate. On Janu-
ary 6, 1995, you receive a divide d check from
the XYZ Company for $250. You also have in-
terest posted to the savings account in Janu-
ary totaling $2,400. On January 25, 1995, you
make a final accounting to the court and obtain
permission to close the estate. In the account-
ing you list $3,450 as the balance of the ex-
pense of administering the estate.
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You advise the court that you plan to pay
$5,000 to Hometown Church, under the provi-
sion of the will, and that you will distribute the
balance of the property to your mother, Mary
Smith, the remaining beneficiary.

Gross income. After making the distribu-
tions already described, you can wind up the
affairs of the estate. Because the gross in-
come of the estate for 1995 is more than $600,
you must file an income tax return, Form 1041,
for 1995 (not shown). The estate’s gross in-
come for 1995 is $2,650 (dividends $250 and
interest $2,400).

Deductions. After making the following
computations, you determine that none of the
distributions made to your mother must be in-
cluded in her taxable income for 1995.

Gross Income for 1994:

DivVIdeNdS . .....vveaas $ 250
Interest ... 2,400
$2,650

Less deductions:
Administration expense ................. $3,450
Loss ($800)

Note that because the contribution of
$5,000 to Hometown Church was not required
under the terms of the will to be paid out of the

gross income of the estate, it is not deductible
and, therefore, was not included in the
computation.

Because the estate had no distributable
net income in 1995, none of the distributions
made to your mother has to be included in her
gross income. Furthermore, because the es-
tate in the year of termination had deductions
in excess of its gross income, the excess of
$800 will be allowed as a miscellaneous item-
ized deduction subject to the 2%-of-adjusted-
gross-income limit to your mother on her indi-
vidual return for the year 1995, if she is other-
wise eligible to itemize deductions.

Termination of estate. You have made the fi-
nal distribution of the assets of the estate and
you are now ready to terminate the estate. You
must notify the IRS, in writing, that the estate
has been terminated and that all of the assets
have been distributed to the beneficiaries.
Form 56, described earlier, can be used for
this purpose. Be sure to report the termination
to the IRS office where you filed Form 56 and
to include the employer identification number
on this notification.
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{See page 12.) 11 & joink retur, doas your spouse want $3 0 go to this fund? . . . . Ll rafumd,
1 . Bingle
Filing S1atuS 5 | 17 Marmiad fiing joint retum (even if orily one had incoma)
(See page 12.) 3 Married filing saparre retumn. Enter apouse’s socisl sacurity 0. above and full nama hars. &
Check oniy 4 Head of housshold (with qualifving parson). (Ses page 13.) H the qualifying pevson is a child but not your dependent,
one box. anter this child’s name hera. >
) Qualifing widowier with depandent chitd {year spouss died B 19 ). {Se page 13
on E’w If your parent {or someons aiss) Can Claim You as 4 dependent on his or her tax e of hoss
Exemptions retusm. da not check bax 6a. But be sure 10 check the box on ko 330 on page 2 . | Shecdad m te
(See page 13.) hB/SDnulL o ot
¢ Dependents: Ty Touck]” = 001 1308 Torow, | () Dupendents [I0WS 000 ol cg gy
1) Name (fiest, initial, and last rama) ilunder | dependent’s socisl secerity kationship to Iwed in yonx urn
- e ] o = o with
' ! - -
If more than six * : -a:;e:n-n
dependents, ™
208 page 4. Sevoree o
sopurstion (s
g 1 —_—
Depondonts oo &
nol oviornd hove
4 II'mrrJnlddmtlummyouhmsclmumrmmumriwlﬂﬁmmr.flll:lhlnl'[:| A s
[ Tm:lnurmorofmpmclﬁmd , . [Inas ahivs >
, 7 Wages, salaries, tips, etc. Attach Formis) W-2 . 719,000
ncome Sa Taxable interest income (see page 15). Attach Schedule B if over $400 . . . . . | 8@
Altach b Tax-exampt intereat (so¢ page 16). DON'T inchude on line 8a | 88 | |
cnwswufm 9 Dividend income. Attach Schecule B if over $400 Co .
wm—an.“ v 10 Taxable refunds, credits, or ofsets of siate and local INCome TXE (38 Page 16) 10
1090-R here. 19 Alimony received ; . e e LA
M you cB6 ot 12 Business income o (losa). ms:mu-c«czz. } . | 12
ptaw-2 see 12 cwmamnmwmsmmmmpmm . 13
page 15. 14 Other gaing or (losses). Attach Form 4797 . . R I
158 Total IRA distributions ., | 158 b Taxable smount {see page 17) | 180
Egt‘-":;;h'f“‘m"; 18a  Total pansions and annuioes [ 188 b Taxable amount (e page 17) | 188
payment with 17 Rentsi real ssiate, royalties. partnerships, 5 corporations, truats, ete. Attach Schedule € | 17 ‘f’. sIsF. 1
YOUY FetuIn. 18 Farm incoms or {ioss). Attach Schedule F . . e . |
19 Unemployment compsnaation (seapage 18 . . . . . . . . . _ _ . . |1
208 Social securtty benefits | 20 | | J b Taxable amourt (see page 18 [ 200
21 Other income. List typs and amount—see page 18 __....__. 2
22 _Add the amounts in the far rght colurnn for iinea 7 through 21. Thnauwwhlhm »
238 Your 1AA deduction (ses page 19) 23
Adjustments b Spouse's IRA deduction (see page 19} . 230
to Incoms 24  poving expanses. Artach Form 3903 or 2000-F 24
Caution: See 25 One-haf of selt-employmaent tax . . | 26
instructions . . = 24 &Hﬂplmdhdﬂlmummimmzﬂ | 28
27  Keogh retirement plan and seif-smployed SEP deduction | 27
28 Ponaty on earty wihawal of savings . . . . | 28
20  Akmony paid. Reciwt’s 55N i i -
30  Add lines 238 29. These are your totel . _*» | 3%
AdJusted smmnmmmmzzmunmrmgu-mnuummlsmmuwm / ¢_
ﬁgg_lm with you (less than $9.000 f a chid didn't Ive with you). §8¢ “Eamad income Cregi” on page 27 | 31 5’7 g

Cat. No. 113208

*Form 1040 {1984
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Tax 32 Amourt froe wne 3t adiosted gross incorme) | i 3\3\ 15} ’79‘@’
COI‘HDU- Ra Theck T DYuuwareESoroldar O Bunag; EWwasESDrmar O sing.
tation Add the number of hoxes checked ahova and enter the tota here . . . . - 338 -
b 1f your parant {or someona sise) can claim you as a dependent, check hers . » 336 ]
g'}"MG ¢ 1f you are mamied filing separately and your spouse itemizes deductions or
. you are a cual-atatus wien, see page 23 and check here. L. Leme O
Hemized deductions fom Schedula A, line 29, ON
M Enter | Stenderd deduction shown below far your filing status. But i you checked
tha any bex on kne 33 or b, go 1o page 23 to find your standard deduction.
ollfﬂ'f If you checkad box 33, your standard deduction i 2ero.
your | ® Single—S$3,800 » Haad of household—$5,600 o
o Mamied fiing jointly or Qualifying widow(er}—3$6,350
® Married filing separately—33,175
35  Subtract fine 34 from line 32 . . . . . . | 35
38 K line 32 is 583,850 or less, mumﬂmwmmnmdmmmdllmdon qo
line Sa. If line 32 Is over $83 850, 3ae the workshaet on page 24 for the amount [ #nter ..;3!_5;._@_
Wyouwa 37 Taxable noome. t ling 38 from lie 35. If irve 36 is more than lne 35, amter -0- . | 37 4 O T 77
the RS to =~ 38 Tax. Check it rom a @ Tax Table, ® (] Tax Rate Schecues, o (] Capitat Gain Tax Work-
Raure your sheat, or d (] Form 8615 (see page 24). Amount from Formis) 6814 b & I 3 Gt/
page 24. 38 Additional taxes. Chack if from -meameFormarz T =
40 Addbnesdand39. . . . . . s . . . . .W !
Credits a“ mmwmwmmmmmw1 41
42  Crecht for the aiderly or the disabied. Attach Schedule R, . | 42
gnpu- 43 Foreign tax cradit, Attach Form 1116, . 43
) 44 Other crecis (see page 25). Chack It from a U] Form 3800 ,
b [J Form 3296 < £] Form 8301 @ [ Form (specify) M
45  Add lines 41 through 44 | -
40 Suumnmammwlflmus.smmmmw etwO-. . . . > | l/
Other 47  SeM-smployment tax. Attach Schaduls SE . 14
Taxes 48 Alemative minkmum tax. Attach Form 8281 | 48
48  Recapture taxos. Check if rom & [ Form 4255 o Form 8611 o O Form a2 | 49
(See page 50 Socin security and Mecicers tax on tip income not reported to employer. Attach Form 4137 50
25) 81 Tax on qusified reticement plans, including IRAS. If raquired, attach Form 5329 , 51
52  Advance samed income cradit payments from Form W-2 N - 4
53 Add lines 48 through 52. This isyour totmb bex . ... . . . . . . . .. P | 83 eIl
Payments B4 Federalincome tax withheld. If any is from Form(s) 1089, check = [] [ B4
S5 1004 sstimated tax payments and amount appiied fram 1983 retum . | 38
56 Esmed income credit, if required, attach Schadule EIC (9ee page
Attach 27). Nontaxable samed mcome: amourt b
Forms W-2, B IYPE B oo ieoieiarere e eeee s eem e smmaniaenees | 58
W2G.and 57 Amount paid with Form 4868 {extension request) . . . . | 7
the front, . ammtmmmmmmmmmm | o8
89 Other payments. Check if from a [J Form 2438 &[] Form 4136 [ 58
80  Add ines 54 through 59 Thessaryourtoteipayments . . . . . . . . . » |60 2,305
Retund or o numwnmmnsa.mmmsamnm.nuummmmmo e & l/ (&
Amount 82 Amount of line 81 you want REFUNDED TOYOU, | . R I
You Ows = Amounmunmywmmmnmmmmmmmp Lea| i
64  If ine 53 ia more than line 80, subtract line 80 from line 53. This 12 the AMOUNT YOU OWE.
For catails on how 10 Py, including what to write on your dyment, ses page 32 . . i
88 Estimated tax penaily (see page 33). Also inchude on ling 64 | 68 | | N
N ummup-m.lmntummmmmmmmmmwmmumwm
SIgﬂ Danet, they are true, comect, and complais. Declration of Dreparer [other (han taxpayer) i Desed on sl Informaron of which prapanir has any knowledge
Here Your signature Date Your DeCUpEtion
vy ) Chasdog K. Sl Exeenlor] 3-2545
for your Spouse's mgnature. If & jont retum, BOTHImust sige Dats 'y OCURETION
=V Glang ol Somidh 325951 dlsmen
Pald wp m" Dale E:ﬁ" D Puoti'lmluwmym
] ll"n]lﬂ
addrees TP code
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SCHEDULES AsB Schedule A-—Itemized Deductions o MR T
(Form 1040} {Schedula B is on back} ’ ﬂ@94
m [ A
o oo o™ M| - » Attach to Form 1040, > Ses Instructions for Schedules A and B (Form 1040}, Seauonce No 07
‘our socist security number

Nama{s) shgwn on Form 1040
{7 -

00 7890

Clulion.Da mtrndudeamenmmmbumda’pald H

and 1 Maedical and dental expenses (see page A-1) .
Dental 2  Enter amount from Form 1040, line 32, { 2
Expenses 3 Multiply line 2 above by 7.5% {.075) . .

4 _ Subtract iine 3 from line 1. If line 3 is more than line 1, enter -0- 7 . _ |
Taxes You 5 Stateandiocelincomataxes . ., ., . . . . . . |8 731
Paid 6 Realestato taxes (ssepageA-2), . . . . . . . | 8| KOO
(Sea 7 Personal property taxes . . . e e e s 7
page A-1.) 8 Other taxes. List typs and arnount b

$ Addines 5 though 8, . . . . -
Interest 10 Home mortgage intersst and points rlporred lnyaunnFonnlm
You Pald 11 Home mortgage interest not reported to you on Farm 1098, If paid
Sen to the parson from whom you bought the home, see page A-3
page A-2.} and show that perscn's nama, idertifying no., and address b
NOWE: e rrasrmmemrerre e mmr ek hieii it
Parsonal 12 Points not reported to you on Form 1098. See page A-3
interest is
not for special rules .
daductible. 13 Investment interest. Ifraqmrsd atlach Form 4952 (Soa

page A-3) .

14 Add iines 1Dt|'|rl:l.lgh13 ..
Gifts to 15 Gmbycasnormnanygmotszsoormmm
Charity page A-3 . )
It youmadea 18 Dtharthnnbycnshorchack H‘awgmofszsoormm
gift and got m sea page A-3. If over $500, you MUST attach Form 8283
mﬁ& 17 Camyoverfomprioryesr . . . . . . . . . .

18Addhnns15ﬂ1mugh17...................18 |
Casualty and ‘
Theit Losses 18 Casualty or theft loss(es). Attach Form 4684. (Seepage A4} . . . . . . .| 18

Joh Expenses 20 Unreimbursed employee expenses—ich travel, union
aml Most dues, job education, stc. If required, vou MUST attach
Other Form 2106 or 2106-EZ (See page A-5) » ...........__.
SOl AIOBE e aee
Deduclions e

21 Tax preparation feas
{Sen 22 Other oxponm-—wnmtn'mt safedeposr!box elc. L:sl
page A-5 for typs and amount b, eas e cinanaa.
axpenses to
deduct here.)

23 Addhneszﬂthrough& . e e e .-

24 Enter amourt trom Form 1040, ing 32. 1 24 1 I N\

25 Multiply line 24 above by 2% (02) . . . . [2s

28 Subtract line 25 from line 23. If line 25 is more than hne 23, entar -0- 20
Other 27  Moving expenses incurred before 1994, Altach Form 3903 or 3003-F. (See page A-5) . . (&%
Miscollaneous 25  Other—from list on page A-S. List type and amount B ..._.................cceun.... N
Deductions 28
Total 20 Is Form 1040, line 32, over $111,800 (over $55.900 il married filing saparatety)?
Hemized NO. Your daduction is not limited. Add the amounts in the far right column
Deductions for Iines 4 through 28. Also, enter on Form 1040, line 34, the larger of .| 2

this amount or your standard deduction. BN
YES. Your daduction may be limited, Ses page A-5 for the amount to enter.

For Paperwork Reduction Act Nolios, see Form 1040 instructions, Cat. No. 11330K
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.
Caam e e inea s te 2

¥oar R SECUNTY DrrDEr

Scredues AAB Form 1040; 1994

Name sl shown on Form 1040 T rnt anter narme o 50080 seounty s 0 amn = ol er g

Schedule B—Interest and Dividend Income Sequence No. 08
Part | Nots: if you had ovar $400 in taxable interest incoms, you must also camplete Part Hil.
Interest 1 List name of payer. i any imerast is from a seller-financed mortgage and the Amount
income buyer used the property as a parsonal residence, see page B-1 and list this
(See interest first. Also show that buyer's social security nurmber and address »
and B-1) g QQ O
Note: If you
received & Form —
1099-INT, Form s 40
1089-01D, or
substitute
statsment from
a brokerage firm,
ligt the firm’s
name a5 the
payer and ener
the total interest
shown on that
form,
2 Addthe amountsonline 1 . . . Lm_
3 Exciudable intersst on series EE U.S. smngsbonds 1ssuad aﬂa 19891'Mm Fonn
8515, line 14. You MUST attach Form 8815 to Form 1040 . . 3 i— O —
4 Subtract ling 3 from line 2. Entertl'lomullhamandunFormm&D,IIneaab &
Part il Natlﬂmmommhmdwdmﬂmdmrammmnsmmynumuhommm.
Dividend S List name of payer. include groas dividends and/or other distributions on stock Amount
Income here. Any capital gain distributions and nontaxable distributions will be deducted
(See onlines 7and 8 B e s
PEQES 16 i iiiiciemeerescrene—erocceemitdmsstsreemeesmmmeemeemmeeemsseemememeeassesiens
.m B-1l} --------------------------------------------------------------------------------------------
MObE: ff YOU = i i e s sl i r AR ey
CUVIA A FOM e et et e s
1089-01V or
SUDSHIULG | ceeereeeTeTeeeseseeeeeesemaeieieesieaseieireeiooceissiiessisesssraseisssesseseeiiiiis
SERPAITIBNE TN ce i ciieesisamrcasenmacm-emiimmsEsEATIERASEA S mEemmmmmmmemmma e emmemeaacemeasab et ian
ALrOKBIRJE i ieeeieecesrecececacesssmrsscsasesremsomnsasmfmmmsmaemeoemeoieiaresans
fm, kst the
'mls mm “ --------------------------------------------------------------------------------------------
IO DAYAr AN i icaistaaiimrmam e em e o e e saassaasesssassessalaias
enter the total .
widend
shawn on that - -
form. 8 Add the amounts on ne 5 . o ¢
7 Capital gain distributions. Enter here and on Schecuis D . |7
8 Nonaxable distributions. (See the inst. for Form 1040, line 9.} L8
9 Addlines7andB8 . . . . 9
10  Subtract line 8 from iine 6. Enter Iho resull ‘hers and on Form 1040 fned B 10
¥ you do not need Schedule D to report any other gains or losses, enter your capital gain distributions on
Farm 1040, line 13. Write "CGD" on the dotted line naxt to fine 13,
If you had over $400 of interest or dividends OR had a foreign account or were a grantor of, or a transteror
:;:i::ln to, a foreign trust, you must complets this part You Ho
Accounts 15 At any time during 1994, did you have an intarest in or a signature or other authority over a financial \\\
and account in a foreign country, such as a bank account, securities account, or other financial N
Trusts account? Sea page B-2 for exceptiona and fiing requirements for Form TD F 90-22.1 . .
(See b If “Yes,” enter tha name of the foreign country I . . , _
page B-2.) 12  Were you the grantor of, or transferor o, a foreign trust that existed curing 1994, whether or not RWR
you have any beneficial intereat in #? tf “Yas,"” you may have to fils Form 3320, 3520-A. or 92 926 .
For Paperwork Reduction Act Notice, see Form 1040 instructiona. @ Prinind on recycied paper Schadule B (Form 1040) 1994
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SCHEDULE E Supplemental Income and Loss fE e
{Form 1040) (From rental real estate, royalties, partnerships, 7 @94
Dspartment of the Tressry S5 corporations, estates, trusts, REMICs, etc.} At

iiseral Revanue Sorace  (T)] > Aftach to Form 1040 or Form 1041, > See Instructions for Scheduwe € (Form 1040). Sequence No. 13
Mumeis) shawr: on raturn , Your socisl security numbar
e, % D0

income or Lnu From Hontll A Em and Royattid Nomneporrmmemdupenm from your business of renting
persons! property on Schedwle € or C-EZ (see page E-1). Raport farm rentsd income or Joss from Form 4836 on page 2. line 35.

1 Showthekindandlocationofuchnnhludw 2 For each rental real estate Yea| No
y property listad on line 1, did you
AW}"B'TIMMSM)\T *= ;”E - or your family use it for parsonal A /
0000 purposes for mone than the
O S greater of 14 days or 10% of tha
total days rented at fair rental B
o IS ST valus during the tax year? (See
page E-1, c
, 5 Propertias Totals

incoma: A B c [Adc calumns A, B, ang C.)
3 Rents received. 3 [R,800
4 Royaitles received 4 °
Expenses:
6 Advertising . . . ]
] Amonndnval(saapaerz) L
7 Cleaning and maintenance, T
8 Commissions . 8
% Insurance . » | 960
10 Lagaltnduthuprufmaomlf.u 10
11 Managementfees. . . . . Ll
12 Mortgage interast paid to I:m

etc. (see page E-2) . . . 12 4’9
13 Ctherinterest . ., , , . . . [18
14 Repais . . . . . .. .. |14 350
15 Supplies. . . . . . . . . |18
% Taxes. . . . .. ... . || 700
17 Utiities . . . . . ., . . LIZ
18 Other(ist) P ... ..o,

....... i e
19 Add lines 5 thvough 18 . 19 7{.’710 19
20 Depreciation expense or deplation

{see page E-2) . . . | 20 | 20
21 Toulupemes.kddlmswmzo | 21
22 Income or {oss) from rental real

sstate  Or royalty properties.

Subtract ling 21 from line 3 (rents)

or line 4 (royaities). If the result is

a {loss), see page E-2 to find out

if you must tile Form 6198, . . | 22 ‘éOOg
23 Deductible rontal real estats loss.

Caution: Your renial res! estate

foss on line 22 may be limited. See

page E-3 to find out if you must

file Form 8582 Real esiate .

professionals must compists iine

2onpage2 . . . . | 23} )¢ 1l )
24 Income. Add positive amounts shown on fine 22. Do not include any losses . . 24 “}-003
25 Losses. Add royalty losses from fine 22 and rental real estate \oasés from line 23, Erter the lotal losses here . | 25 | !
28 Total rental real astate and royalty income or {logs). Combine linea 24 and 25, Enter the resuit here,

i Parts 1L, Ill, 1V, and line 38 on page 2 do not apply to you, also enar this amount on Form 1040,

line 17, Otherwise, include this amount in the totalon line 40 onpage2 . . . . . . 28 | ﬁQO&
For Papsrwork Reduction Act Notios, ses Form 1040 Instructions. Cat. Na. 113441 smzarmqmtm
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Depanmant of The TrsasJary

- 4562

Depreciation and Amortization -

(Inciuding Information on Listed Property)

w294

Attachmant

Seauence No. 67
Idwentitying number
" L7

imarnal Favernm Service |1} > Sas saperate Instructions. B Attach thia form ta your retumn. ’

“Johm . (.

Bumnmormmytommwhmulm

Election To Exponu Certain Tangible Property (Section 179} (Note: /f you have any “Listed Property,”
complete Part V before you compiete Part 1.)

Maxirmum dollar limitation { an enterprise zons business, see instructions.) ..

Total cost of section 179 praperty placed in service during the tax yesr (ses mstruct:ans)
Threshold cost of section 179 property before reduction in limitation . . . . .o
Reduction in limitation. Subtract line 3 from line 2. If zero or less, enter -0-

Dollar lirnitation for tax year. Subtract fine 4 from lins 1. If zero or less, enter 0-. (If mamed
filing separstely. see instructions.). . . L.

[} Deacription of property

§17,500

$200,000

o |03 [N |-

N R -

l'lcut Hlmceotl

7 Listed property. Enter amount from line 26, .. L?
8 TotalelectedmstnfsactlmﬂspmpwAddarnmmtmnoolum'l(c}.lmeandi'

9 Tentative deduction. Entar the smaller of ine S orline 8 . . . e .

10 Carryover of disallowed deduction from 1893 (see Instructions). . .

11 Taxable incorne imitation, mmmmmumtmmmmm}mhsmumww
12 Section 179 expense deduction. Add lines 9 and 10, but do not enter more than line 14 .
13 Carryover of disalowed deduction to 1995. Add lines D and 10, less line 12 I | 13

Note: Do not use Part If or Part iif below for listed property (automobites, cartair other vahicias, celiuiar telephonas,
cartain computers, or property used for entertainment, racreation, or amusamend). instead, use Part V for listed property.

MACRS Depreciation For Assets Placed in Service ONLY During Your 1984 Tax Year {Do Not include

Listed Property)
{s) Classification of property y.n,lr::-ﬂ:n.: mm “R"""'V {) Convention | 0 Methad | {g) Deovecistion dachuction
sarvics ) only—ses instructions)
mﬂn—amommsmmm(m instructions)
i4a 3-year property
b_S5-year pranerty
¢ _7-year property
d_10-year property
@ _15-year property
¥ 20-year property
g Rsaidantial remal 27.5 yrs. MM S/L
property 27.5yrs. MM /L
h Nonresidential real 39 yrs. MM S/L
property MM S5/L
Systam {see inatructions)
182 Clasa life S/L
b 12-ysar 12 yrs. S/L
¢ 40-year 40 yrs. M S/L 297
L
Other Depreciation (Do Not Inchude Listed Property)
18 Gosmansmmformplmdmmmmmmwmmwmwmmnmcuona 16
17 Pmpertysubpcttomtaonwammolacuon{mmstructmq .. 17
18 ACRS and other depreciation (see instructions) . sl [, 878
EEM Summary |
19 Listed property. Enter amount from line 25. . . 19
20 Total, Add daductions on lina 12, Hnas14nnd151noullrm{gl mdlnus*t&throuyiﬁ Entorhln
and on the appropriate lines of your retum. (Partnerships and S corporations—aee instructions) | 20
21 For assets shown above and placed in sarvice during the current year, enter
_the portion of the basis aftributable to section 263A costs (see instructions) | 24
Cas No. 12908N Fom 4582 (1984

For Peperwork Raduction Act Notics, ses page 1 of the separste instnuctions.
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§

Department Trospury—irstarnal Ravenus Servace p-
1041 U.S. Il;::me Tax Return for Estates and Trusts ﬂ@“
. .18

For the catendy year 1094 or flacal year beginning .. 1994 and ending OMB No. 1545-0092
A 'rp.dw Nane of selty or tnast ff & ranktr type Yust, ses page 7 of e insrucions) € Emplayer idertiticalion rumoer
I Decssent’s natme O

— Total inceme. Combine lines 1 through 8

Hﬂ” and halind, R is us, oo

3

ol

127 Tax due. if fine 25 is smaller than the total of ines 23 and 28, emer amount owed
2

28/

MMUMMMCUO-EMmim ........
Capitel gain or (loss} {attach Scheduls DForm 10459, . . . . . . . . P e e
mwmmmmmmmmsm1m
Farm Income or (ioss) (attach Schedule F(Form 10409 . . . . . . ., . . .

O . Lt o we amat - Sy il umcithiis ,m#

1
2
’
4
s
.
7
.

10 Interest. Check fFormagi2isattached > O . . . . . . ., . . . . .. ..
D & T O
12 Rduolry®ees ., . . . . . . . . . . st e e e e e e e
13 Chritsble decuction ffrom Schedule A ine7) . . . . . . . . . . . . . . .
14 Attomey, accountant. s returnpreparerfess . . . . . . . . . . v e e s
18a  Other decuctions NOT subject to the 2% foor {stach achedule) . . . . . . . . .
b Alowabls miscellanecus itemized deductions subject fo the 2% foor. , . . . . -
18 MMMWM!& ....................
17 MWIMNM sumlmnmmsawmummn.m1 »
18 mmmmmammmmmmiwa

22 ' Taxable incume, Subtract line 21 from line 17. [ a loss, ses instrugtions. . . . . . .
23 Tolmitmx(romSchecdule G, iNe7) . . . . . . . . = v 4 = o v o 4 u .
24 wnmmuwwmmum1mm . .
b Estimated tax payments allocated {0 beneficiaries (from Form 1044-T) . . ., . . . .
[ -
d
]

Subtractine 24DFOMBNO 248 . . . . . . . . L. . e e ..
Tax paidd with axtenaion of tme to ftie: (] Form 2788 [ Foma7se [ Form 8800

Federal income tax withheld. If any is from Form{s) 1099, check 03 . . . . . . .
Other peymenis: { Form 243 ........ccovererneanaeen § @ FORM A8 iTols
Tolal payments. Add fines 2dc through 24s, and 24h, . . . , . . . . . . . >

mnmzsummww dmzswammwpid

-n [ 4

dlnl”h!l_: Mhﬂﬁmg i_b Refunded >

muﬁdmtﬁhlmmﬂmmmm-imﬂdhhbﬂdmm
sl ) ion of pragye jether tan hmmdmu*mmqm

Sign >

Here ) . rom D muu—,uu—u-&nn-uum
Preperars _ Dule ° Prpens's sosial samslly ne.

Pald n-un:- Q I

'l’lllll 3 Firmw'e name jor E.Hh >

Use Daly | yous # seit-enmpioyd -

——— 1 .1 m"

For Papsrwork Reduction Act Nolios, 5os page 1 of the separeis Invirustians. Cal No. 11370 Ferm 1041 ey
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Form 1041 {1394;

Schedule A Charitable Deduction. Do not complete for a simple trust or 3 pcoied ncome fund.

~4 L L R R

raga 2

Amounts paid for charitable purposes from gross income |

Amaounts permanently set aside for charitable purposes from gmss incoms . . . . . -

Add lines 1 and 2

Tax-axempt income alncable to marttable contnbuﬂons (seo mstrucﬂom)

Subtract line 4 from line 3 |
Capltalgamsfortnataxywﬂommdtocorpusandpaldorpammﬂysatasidu!nrchaﬂtablo

purposes, . . . L]
wedaducﬁon.AddIinasSands Enterheraandonpageilmem C e e . . 7

Income Distribution Deduction (see instructions)

1 Adjusted total income (from page 1, Iine 17} (see instructions), . . . . . . . . . . . |11 L& LR
2  Adjusted tax-exempt interest. . . ... . L2 d
3 Totalnetgalnﬁ'odemD(FWmM) I|ne17 column{msumshuchons) B -
4 Enter amount from Scheduie A, ine 6. . . . . 4
5 Long—termcapitdgamforﬂntaxyauindudldonSchoduhA.inoa -
8 Short-term capital gain for the tax year included on Scheduls A fned. . . . . . . . . [8
7 K the amount on page 1, line 4, is a capital loss, enter hare as a positive figure. . . -, . . L7 ”
8 If the amount on page 1, line 4, is a capital gain, entar here as a negative figure ..!.._(@2)___
9 Distributable net income (DNR). Combine lines 1through8 . . . . . . . . . . . 9 I
10 lfacomploxtrust.emoramounthgimomeformetuywl | |
determined under the governing instrument and applicable loca! law |10
11 Income required fo be distributed curently . . . P L
12 Othar amounts paid, credited, or ctherwisa required to be distributed . . . . . .. . . |12 D DOOT
13 Total distributions. Add fines 11 and 12. If greater than ine 10, see instructions., . . . . . [ 13| 2 QOO
14  Enter the amount of tax-exempt income inchided online 13 . . , . . . . . . . . . |14 I
18  Tentative income distribution deduction. Subtract line 14 fromiine 13 . . . . . . . . . 3_23#},&—&%_
16 Tentative Income distribution deduction. Subtract ine 2 from line9 . . . | 18 | L
17 mmm&mmammm15wim1emmmm1 ine18 [97 R,-QQQ—
Tax Computstion (see instructions)
1 Tux s [ Taxrate scheduie or B2’Schedule D (Form 1041} . . |18 | 3, 0G|
b Othertaxes . . . N A -
¢ Total Add fines taand 1B, . . . . . . . . . ... .. > L1 S
2a Foreign tax credit {attach Form 1118) . . . . . |28
b Check: [J Nonconventional scurce fusl credit [ Form 8834, . . | 2D
¢ General business credit. Enter here and check which forms are attached:
O Form 3800 or  [] Forms (specify} »...........c..... 2c
d Credit for prior yaar minamum tax (attach Form 8601) . 2d 7
3 Totmicradits. Addlines2athough2d . . . . . . . . . . . . .. ....0 L —
4 Subtract line 3 from kine 1c . . N R L4 A
5 Recapture taxes. Check if from: DForm4255 T Form 8611, 5
6 Altemative minimum tax (from Schedule H, line 38} . .. )
7 _Total tax. Add lines 4 through 6. Enter here andonpage1,ine23. . . . . . . . .» | 7| 3099
Other information (see instructions) '
Yes| No
1 Did the estate of trust recaive tax-exempt income? If “Yes." attach a computation of the allocation of expenses. [
Enter the amount of tax-sxempt interest income and axempt-interest dividends > § ... ...
2 Dadthoestatoortrwmulurmypmofmemngs{sﬁywags andotharcnmpenuﬁm)ofany
individual by reason of 2 contract assignment or similw arrangement? . - .
3 At any time during calendar year 1994, dldunestatoamhmmwinoraagmmarommmﬂﬂy
over a bank, securities, or other financial account in a fareign country? See the instructions for exceptions and V’
filing requiremants for Form TD F 90-22.1. If *Yes," enter the name of the forsign country ...
4 Was the estate or trust the gmntor of, or transfaror to, a forsign trust which axisted during the cument tax year, whethar /
or not the estats or trust has any bensficial interest in it? If “Yes,” you may have to file Form 3520, 3520-A, or 926 .
5 Did the estate or trust receive, or pary, any seller-financed morigage interest? If “Yes,” see instructions for required attachment
8 i this is a complex trust making the section 683(b} election, check hers . N 2
7 To maka a section 543(e){3) slection, MsmudubD{Furmmu)mdchockhm e e e PB
8 |If tha decadant's astats has bean cpen for more than 2 ysars. check here . . . T
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“poe 3

Alternative Minimum Tax (see instructions)

Part —Estate's or Trust's Share of Altarmative Minimum Taxable Incoms

&

b Taxes . .
cmemmwm{ﬁmpagnhmﬁbl

d Refundoftaxes . . . . . . .
] Deprmﬁmofpmpeﬂyplwadhmmenm C e e
{ Circulation and ressarch and expsrimental expenciitures paid or

| 4a
(4D
4c
 4d
| 49
K
g MmgwmandWMpadormcumdamﬂm K
h Long-term contracts antsred into after February 28, 1986 . 4h
i Pollution control facilities placed in service after 1986 . . . . . -4
§ instaiment sales of certain property . . . AU .
k Aqumdgmonmfmummmckomm ‘:
[4m

4n

40

. 4p

| 49

_4r

48

4t

tlnmgbhanmngoou..............
u Other adjustments . . . . . .

]
6
7
8

10

1
12

I Certain loas iimitations .
mTushannrfarmwﬂvlﬂua
o Bmeﬁmdmmaw'luhm . C e
p Tax-exempt interest from specified private activity bonds

q Deplation . . . . . . . .
rmmwmdummmmm-mm?
lmwmdbu-dpummmyplmdm

Adjusted total income or (oxg) flompage 1, line17). . . . . . . . .
Nat operating loss deduction. Enter a8 a positiveamount . . . . . . .

Addlines1and2 . . . . e e e e e e e e e e s

Adimmmmm

o ol

incured after 1986 . . . . . . . .

service before 1987 . . . .,

Gombhlmshttmughdu........... .....

Addlines3and5 . . . . .
Wmmmnglmmm(suunswmhrlhnm

Adpstodahwnntmmhmntuabhum&bﬁac!hno?ﬁomﬂm&&ﬂarmmon

in@at3 . . . - .
mcamuumunmmmgmmms
Incoma distribution deduction from line 27 . .

Estate tax daduction (from pege 1, line 18} ,

Addlines 9and 10 . . . . . <« + - . . o i s e e e e e s

Estata’s or trust's shars of aiternative minimum taxable incoms. Subtract fine 11 fromne 8 .
Note: f line 12 is mare than $22,500, proceed ta Pert i if lina 12 is $22,500 or I8ss, stop here and enter -0- on Schecle

G, line 6: the astate or is not fi for tha aiternstive minimum

11

| 12

2, 875

{continued on page 4}
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Form 1041 {1934} Paze 4

Part tl—income Distribution Deduction on a Minimum Tax Basis

13 Adjusied aiternative minimum taxable income (from line 8) .

14 Adjusted tax-exempt interest {other than amounts included on lina 4p). . e .

18 Total net gain from Schedula D (Form 1041), line 17, column (a). If a loss, anter -0-

18 Capmlgmnsfuhtummmwpmandpmdorparnunuﬂlymasideforchmabh
purposes from Schedule A, ine &} . |, |

17 Capmlgmmpadapﬂmmammmmmbbpummmmmm'smm
(see instructions) , ., . .. .

18 Capnalgmcomputodonamllﬂmntaxbumncbdsdonhnes e e

18 Capital losses computed on a minimum tax basis included on fine 8. Emnrasaposnmmnt

Distributable net alternative minimum taxable incoma (DNAMTT). Combine lines 13 through 19,
21 Income required to be distributed curmently {from Schedule B, line 11) . .
22 Other amounts pad, Mhd.uoﬂmmqundtobodlsmbuud(lunsmudubﬂ.mw

23 Total distibutions. Add lines 21 and 22 . . .

24 m«mmmwmmzsmmmmmmclumdmmm

23 Tentative income distribution deduction on a minimum tax basis. Stbtrlctlrnmfmmhozs
. ]

14

Tantative income distribution deduction on a minimum tax basis. Subtract fine 14 from kne 20.
ImmhﬁnﬁnmammhﬂEmwﬂEMdllmzswlm
28. Enterhers andon fine® . . . . :

Part lll—Alternative Minimum Tax

28 Enter the amount from lne 12. i line 12 is:
* Lass than $185,000, go to line 30.
® At jsast $165,000, but not over $175,000, skip iines 29a through 33.

& Over $175,000, slupimszhlhmum.‘u

Exemption amount . . . 522,500
th—outolexunpﬁonlmomt N b - £75, 000

Subtract line 29b from line 28. If 2810 or less, enter - .
Multiply ine 30 by 25% (25),

g lale s

Snbt'actllnnmﬁunhmmlfwt:orlus.m-o-

Subtract line 32 fom line 28, . . . .

If line 28 is:

* Less than $165,000, multiply line 33 by 26% (.26).
» $165,000 or more, multiply kne 28 by 26% (.26).

TTEPE

Enter the resuit here and skip line 35 .

Multiply line 28 by 28% {Mﬂsubnlctsasmfmmthem

Aiternative minimum tax foreign tax credit {see instructions)

g 18 gle

Tentative minimum tax. Subiract line 36 from line 34 or 35, whichaver apples
Regular tax before credits (see instructions) . 38s

248 8 8

8

b Section 544 tax (see instructions) . 3B
c Addiines 38aand38b. . . . . . . . . . . . . v W - . .
ANHemative minimum tax. Subtract kne 38c from line 37. if zero or less, enter -0-, Enter hare
and on Scheduls G, line 6. .. . . . .
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OMH No 1545 0OR2

SCHEDULE D .
(Form 1041) Capital Gains and Losses
Denartrant of the Treasury = Attach to Form 1041 {or Form 5227]. Bae the separate instructiona for ﬂ®94
Ml Revanue Senace Form 104t {or Form 5227).
Name of es?_ort : mr identification number
—_&M /0
Note: Form 5227 filars need aanpmeONLYPats!andﬂ
Short-Term Capital Gains and Losses—Assets Held One Year or Leas

1ah Dasciption of propenty (Exampia, () Data Dute soid . Gost or uthr basis Gain

100 shares 7% preferred of *Z" Co.) MMI " tﬂ, cay. ) i) Sales price "l‘,. instichons] h;',' ) oss. g:’;,,,

n = fa

2 Shon-tarm capital gain or (joas} from Forms 4884, 6252, 6781, and 8824, .
a Nﬂshoﬂ-tmgﬂnorﬂou}ﬂunpamﬂips.smwmmuawm

4 Net gain or (joss). Combine fines 1 fwough3 . , ,

5 wmmlmmm1m&mmnﬁmu . .
8 Nm short-tarm gein or (loss). Combine fines 4 and 5. Emarmrlandonkui.'.ib-low .»

%""‘"

IEXEH Long-Term Capital Gains and Losses—Assets Held More Than One Year

I cotn. calhbok ELTA a) A
7 Jien «;'/7;7?4/ LT, 3 00t 2,200

8 Long-term capital gain or (loss) from Forms 2439, 4884, 8252, 6781, and 8824 , 8
9 Net long-term gain or {loss) from parinerships, S corporations, and other estates or trusts . )
1OCapitaIgalndistrlbmiom............. ...... 10
11 GainfromForm4797 ., . . . . 11 e
12 Net gain or (loss). Combine lines 7 through 11 . . 2] 200
13 Long-term capital loss carryover from 1983 Schedule D, line35 . . . . . . .- _&_’l—_]_
14 Net long-term gain or {loss). Combine Snes 12 and 13. Erltlrhu'undunimwmm .| 14 a_QQ
{a) Beneficiaries’ | @) Estate's
Summary of Parts | and I fsoe instructions) | or trust's fc} Totl
15 Net short-term gain or (loss) from kne 6, above, . . . . |18 E— —
16 Net long-term gain or {loss) from line 14, above A | -¥oY2 771

.» L7 a2 D P-¥+77]

17 Total net gain or {0ss). Combine lines 15 and 15 .

Note: If line 17, column (c}, Is a net gein, entar the gain
to Part V1, and DO NOT Parts IV ang V. If ine 17, cokamn

For Paparwork Reduction Act Notice, ses pege 1 of the imetruciions ler Form 1041,

is & nef Joss,

on Form 1041, fine 4. If fines 18 and 17, colurmn (D) are net gaing, go
Parts iV and V. as naca

Cat. No. 11376V Scheduls D (Form 1041} 1994
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Schegue O iFarm 15411 *984 Page 2

Capital Loss Limfitation

18 Enter here and enter as a {loss) on Form 1041, line 4, the smaller of;
a The loss on line 17, colurmn {c); or

b $3.000 . . . L8 )
i the loss on line 17, coi‘mm (cusmmmsaoao ORF!Form 1'041 pager Jma22 1satass, complataPa-tVtadarermme

your capital logs carryover.
Capital Loss Carryovers From 1994 to 1995

Section A—Carryover Limit

Enter taxable income or {loss} from Form 1041, line 22,

Erter loss from line 18 as a positive amount | e e e e e e e e e .
Enter amount from Form 1041, ine20 . . . . .
Adjusted taxable Income. Combine lines 19, 20, and 21 I:ut do not antcr !nsu than z8ro

RuB3

B |sleinfs

Enter the smatier of lines 20 or 22,

Section B. —Shnrt ﬁrm Cwihl Lnol carryovor
(Compiete this part only if thers is a toas on line § and kne 17, cofdmn (ch)

Enter loss from fing 6 as a positive amount |, .
Enter gain, if any, from tine 14, !‘thatinalsbtankcrsrnwsaloss anzer-u-t

Emter amourt from fine 23 , ., . .

e

Addlines25and 26 . . , .
Short-term capital loss canyovar to 1!“. Subtract Im- 27 frnm Iine 24 H’ 2arm or Iass nnter
-0-. § this is the final return of the trust or dececent's estate, also enter on Schedule K-1 {Form
1041}, 6ne 12b , ., . . . £
s«:tinn c —Long- capltal I.nu ca
{Complete this part only If there is a loss on line 14 and line 17 column {c).)

Enter Ioss from iine 14 as a positive amourt . . . e e e e

Enter gain, Hany.numlmﬁ.llthulmablankarshowsaloss entor-o-
Enteramountfom#ne23 . . . . . . , . . . . .. .. .13
.. .32

Enter amourt, f any, from lime24 ., . . . ., ., . . . . .

B3 BB

Subtract line 32 from line 31. If zero or less, enter -0- .

Add lines 30 and 33 . ;

Long-term cmlhlhnmto1m Subtract Ilne34from I:nezs Huroorlass onter-o-
If this is the finai return of the trust or decedent's estate, also enter on Schedule K-1 (Form 1041),
tine 12¢,

&% B RBugw

Tl:t éomputatlon Uﬂtg Mulmum capthl Glins Rah {Complete thqs part only if both liras 16 and 17,
column (b) are gains.) _
.. ... [8]/0.037

Taxabie income from Form 1041, line 22 | e e e
Net capital gain, Enter the smaler of line 16 or 17, conmn &), . . . |37a] Q00 |
b If you are filing Form 4952, enter the amount from Form 4952, line 4e . |37Th

¢ Subtract line 376 from line 37x if z8ro or leas, stop here; you cannot use Fart Vi to ﬂgtn tha tax
for the estate or trust. instaad, usg the 1994 Tax Rate Schedule . oa s P
Subtract line 37c from line 38. ¥ zero or less, erter -0-,

48

Enter the greater of line 38 or $1,500

Tax on amount on ling 39 from the 1994 Tax Rnte Schudule nllne39|s$15mmar322500
Subtract line 39 from line 38, i zer0 or less, ermer -0- . e e e r e e e s

Muitiply line 41 by 28% (28) . . . .
Maximum capital gains tax. Aﬂlunasdoandu e e e e e e e

31

Tax on amount on line 36 from the 1984 Tax Rate Schedule .

2 toats8Y
[2 tak:ssag

3,009

Tax. Enter the smalisr of fing 43 or lins 44 here and on line 1a of Schedule G, Form 1041,
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SCHEDULE K-1{ Beneficiary’s Share of Income, Deductions, Credits, etc. | omsno 1sss00s
(Form 1041) for the calandar year 1994, or fiacal year
N bagis g 1994
. L L 1904, ending ......o......... I - T
vy oy » Complate a separate Scheduls K-1 for each beneficiary.
Name of trust ant's g . D-:mndodK-‘l
M&m& £ e
Beneficiary's identifying n » Extute’s or trust's EIN » i
Berwfickary's name, address, and ZIF code Fuxchry'smmmmcode
40T Mac At c,qog, wy%@m
4 00000
[c)C.I‘nd' 1994 Form 1040 flers antar
(s} Aliocable share item &) Amountt n";mnmwmm
1 Interest. ., . . . . . . . . . 1 . Scheduie B, Part |, line 1
2 Dividends. . . L [ 2 [ OL) | Scheduie B, Part Il, iine 5
3a Net shart-term capntalgm | Ja Schedule D, line &, colurmn ig)
b_Net long-term capital gain . . . . |3 Schedule D, fine 13, column (g)
4n Armui royaities, and other nonpassive |
b«u:n“:f'muy appoctioned deductiong . - |4 [, OO | Scheduek Pati coumntn
b wbﬂ e e e 4b Include an the.applicable line of the
d Amortzation . . . [ Ad
S5a deauhnnm.muummwwrunhlm
mmwmwim} K Schedule € Partill
b Depreciaon . . - S ] Inciude on the applicabi line of the
G e % 2pprogriste tax form
6 Income for minimum tax purposes . . [ 8 |
7 hcomefurragdwtupum(addlm1ﬂ1m
3b, 42, and58) . . . 7
8 letmfornummunlum(subtract Iine
7 from line B). 8 Form 8251, ling 12
9 Estate tax deduction (indudlng cartain gemritlon-
smpplngmsf.rtaxﬁ) .. 8 Schedule A, Ine 28
10__ Foreign taxes. . . : 10 Form 1118 or Schedule A (Form 1040). line 8
1 Adlmnmisandtaxpmfmma(’nmmj
a Accelerated depreciation . . . . . . . . . include on the applicable
bDepl-uon line of Formn 6251
d Exchssionilorns _

12 Dacmuonsmtheﬁnalyocdhm:rmaem'sesta‘lr

a Excass deductions on termination (see instructions) [ 328 Scheduls A, line 22

b Short-term capital loss camyover . RERA - Schedula D, line 5, column ()

¢ Long-term capital oss camryover . . . 2z Scheduls D, line 13, column @

d Net operating ioss (NOL) carryover for mguiar tax

purpases . . pad Form 1040, line 21

° NOLcanyowformnmmu:mosu 120 See the instructions for Form 6251, lina 20

b eriercrrrren st ssennarannanmn—— hrrrr ke ans en 12 Inciude on the applicable line
-8 1 of the iate tax form
13 Other (itamize):

a Payments of estimated taxes credited toyou . . L13a Form 1040, line 55

b Tax-axamptinterest ., ., ., . ., , . . . . . |3 Form 1040, line Bb

B oveereremeemerrermnmnnnreeeee et eeeeeereeann [13¢

D o ooiiieieieesrenmeaeesessaneesannsrameeaeaaasiises 13d

B eeierimrirererererienrereaaan reteraramrmearanans e 12 Include on the appiicable line

b oo 138 of the appropriate tax form

~ O | 134

h 13h

For Paparwork Reduction Act Notice, 588 page 1 of the instructions for Form 1041,  Cai.No. 113000 Schedule K-1 [Form 1041) 1964
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TABLE A. Checklist of Forms and Due Dates —For Executor, Administrator, or Personal Repr esentative

Form No.

SS-4

56
706

706A

706-CE
706GS(D)
706GS(D-1)

706GS(T)

706—-NA

712
1040
1040NR
1041
1041-A

1041-T
1041-ES

1042

1042S

1310

2758

4768

4810

8300

8822

Title

Application for Employer Identification Number

Notice Concerning Fiduciary Relationship

United States Estate (and Generation-Skipping Transfer)
Tax Return

United States Additional Estate Tax Return

Certificate of Payment of Foreign Death Tax
Generation-Skipping Transfer Tax Return for Distributions

Notification of Distribution From A Generation-Skipping
Trust

Generation-Skipping Transfer Tax Return for Terminations

United States Estate (and Generation-Skipping Transfer)
Tax Return, Estate of nonresident not a citizen of the
United States

Life Insurance Statement

U.S. Individual Income Tax Return

U.S. Nonresident Alien Income Tax Return
U.S. Income Tax Return for Estates and Trusts

U.S. Information Return—Trust Accumulation of Charitable
Amounts

Allocation of Estimated Tax Payments to Beneficiaries

Estimated Income Tax for Estates and Trusts

Annual Withholding Tax Return for U.S. Source Income of
Foreign Persons

Foreign Person’s U.S. Source Income Subject to
Withholding

Statement of Person Claiming Refund Due a Deceased
Taxpayer

Application for Extension of Time To File Certain Excise,
Income, Information, and Other Returns

Application for Extension of Time To File a Return and/or
Pay U.S. Estate (and Generation-Skipping Transfer)
Taxes

Request for Prompt Assessment Under Internal Revenue
Code Section 6501(d)

Report of Cash Payments Over $10,000 Received in a
Trade or Business

Change of Address

Due Date

As soon as possible. The identification number must be
included in returns, statements, and other documents.

As soon as all of the necessary information is available.*

9 months after date of decedent’s death.

6 months after cessation or disposition of special-use
valuation property.

9 months after decedent’s death. To be filed with Form 706.
See form instructions.

See form instructions.

See form instructions.

9 months after date of decedent’s death.

Part | to be filed with estate tax return.

Generally, April 15th of the year after death.

15th day of 6th month after end of tax year.

15th day of 4th month after end of estate’s tax year.

15th day of 4th month after end of tax year.

March 6th.

Generally, April 15, June 15, Sept. 15, and Jan. 15 for
calendar-year filers.

April 15th.
April 15th.
To be filed with Form 1040, Form 1040A, Form 1040EZ, or

Form 1040NR if refund is due.

Sufficiently early to permit IRS to consider the application
and reply before the due date of Form 1041.

Sufficiently early to permit IRS to consider the application
and reply before the estate tax due date.
As soon as possible after filing Form 1040 or Form 1041.

15th day after the date of the transaction.

As soon as the address is changed.

* A personal representative must report the termination of the estate, in writi ng, to the Internal Revenue Service. Form 56 may be used for this purpose.
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TABLE B. Worksheet to Reconcile Income Reported in Name of Decedent on Information Forms (Forms W-2,

1099-INT, 1099-DIV, Etc.) (Please Keep This for Your Records)

Name of Decedent

Date of Death

Decedent’s Social Security Number

Administrator

Name of Personal Representative, Executor, or

Estate’s Employer Identfication Number (If Any)

Source
(list each payer)

A
Enter total amount
shown on information
form

B
Enter part of amount
in Column A reporta-
ble on decedent’s
final return

Cc
Amount reportable on
estate’s or benefici-
ary’s income tax
return (Column A
minus Column B)

D
Portion of Column C
thatis ‘‘incomein
respect of a
decedent”

1. Wages

2. Interestincome

3. Dividends

4. State income tax refund

5. Capital gains

6. Pensionincome

7. Rents, royalties

8. Taxes withheld”

9. Other items, such as: social secur-
ity, business and farm income or
loss, unemployment compensation,
etc.

*List each withholding agent (employer, etc.)
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